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The  Islamic  State  of  Iraq  and 
Greater  Syria  (isis),  an  ex¬ 
treme  offshoot  of  al-Qaeda 
that  operates  in  both  those 
countries,  captured  Mosul, 
Iraq’s  second  city,  causing  half 
a  million  people  to  flee  the 
region.  It  then  took  Saddam 
Hussein’s  home  town,  Tikrit, 
and  threatened  to  advance  on 
Baghdad.  With  the  Iraqi  army 
melting  away,  the  Kurds  in  the 
north  of  Iraq  said  they  had 
taken  full  control  of  Kirkuk. 
The  government  of  Nuri  al- 
Maliki  appealed  for  help,  but 
the  West  was  loth  to  intervene. 

Reuven  Rivlin,  a  right-winger 
who  opposes  a  two-state 
settlement  with  the  Palestin¬ 
ians,  was  elected  Israel’s 
president  The  post  is  largely 
ceremonial  but  sometimes 
influential. 

Trying  for  a  new  start 

Petro  Poroshenko  was  inaugu¬ 
rated  as  Ukraine’s  president 
amid  intensifying  unrest  in  the 
east  of  the  country.  A  billion¬ 
aire  known  as  the  Chocolate 
King,  Mr  Poroshenko  made  an 
impassioned  plea  for  Ukrai¬ 
nian  unity.  Speaking  in  Rus¬ 
sian,  he  promised  immunity 
from  prosecution  to  all  those 
without  blood  on  their  hands. 
He  also  ordered  peace  corri¬ 
dors  to  be  set  up  so  that  people 
can  escape  the  violence. 

Antonis  Samaras,  the  prime 
minister  of  Greece,  reshuffled 
his  cabinet  after  his  centre- 
right  New  Democracy  party 
lost  in  the  European  elections 
to  the  far-left  Syriza.  He  picked 
a  technocrat,  Gikas  Hardouve- 
lis,  as  finance  minister  to  suc¬ 
ceed  Yannis  Stournaras,  who 
becomes  governor  of  the 
central  bank. 


Three-fifths  of  Germans  are  in 
favour  of  Angela  Merkel,  the 
chancellor,  backing  a  bid  by 
Luxembourg’s  Jean-Claude 
Juncker  to  be  the  next  presi¬ 
dent  of  the  European  Com¬ 
mission  despite  stiff  opposi¬ 
tion  from  Britain,  according  to 
a  Forsa  poll.  Only  19%  said  Mrs 
Merkel  should  prioritise  good 
relations  with  David  Cameron, 
the  British  prime  minister,  who 
is  leading  the  camp  opposed  to 
a  Juncker  presidency. 

The  Spanish  parliament 
backed  the  abdication  of  King 
Juan  Carlos  and  accession  of 
his  son,  Prince  Felipe,  by  a 
large  majority.  Some  on  the  left 
in  Spain  are  demanding  a 
referendum  on  whether  to 
keep  the  monarchy. 

In  Britain  the  government’s 
inspector  of  schools  published 
a  report  into  alleged  Islamic 
extremism  at  several  state 
schools  in  Birmingham.  It 
found  no  evidence  of  a  plot  to 
infiltrate  the  schools  though  it 
did  find  examples  of  Islam 
influencing  the  schooling 
culture.  Prior  to  the  report  two 
Conservative  heavyweights, 
Michael  Gove,  the  education 
secretary,  and  Theresa  May,  the 
home  secretary,  became 
embroiled  in  an  unholy  row 
about  the  issue. 


Not  everyone's  favourite  cuppa 


The  Tea  Party  in  America 
scored  its  biggest  victory  since 
emerging  as  a  political  force  in 
2009  when  the  candidate  it 
backed  defeated  Eric  Cantor, 
the  Republicans’  number  two 
in  the  House  of  Representa¬ 
tives,  in  a  primary  election. 
David  Brat,  a  previously  un¬ 
known  college  professor,  won 
partly  by  campaigning  against 
immigration.  His  victory  may 
scupper  the  chance  of  any 
bipartisan  reform  this  year. 


A  judge  in  California  decided 
that  tenure  rules  which  make  it 
nearly  impossible  to  sack  bad 
teachers  harm  poor  pupils 
and  breach  the  state’s  constitu¬ 
tion.  Teachers’  unions  were 
dismayed,  though  the  educa¬ 
tion  secretary,  Arne  Duncan, 
approved.  A  teacher  in  Califor¬ 
nia  currently  has  a  one  in 
125,000  chance  each  year  of 
being  fired  for  incompetence. 

Switching  to  gas 

Chile’s  government  cancelled 
the  huge  HidroAysen  hydro¬ 
electric  project  to  build  five 
dams  in  Patagonia  on  environ¬ 
mental  grounds.  To  lessen  its 
dependence  on  imported 
energy,  the  government  will 
concentrate  on  natural  gas  and 
renewables. 

With  days  to  go  before  the 
run-off  in  Colombia’s  presi¬ 
dential  election,  the  incum¬ 
bent,  Juan  Manuel  Santos, 
announced  that  he  had  begun 
exploratory  peace  talks  with 
the  eln,  a  guerrilla  group.  Mr 
Santos’s  support  for  peace 
negotiations  with  the  farc,  a 
bigger  guerrilla  force,  is  the 
main  dividing  line  between 
him  and  Oscar  Ivan  Zuluaga, 
his  rival  in  the  election. 

Mexico’s  central  bank  unex¬ 
pectedly  cut  interest  rates  by 
half  a  percentage  point.  Weak 
economic  growth,  prompted 
partly  by  sluggishness  in  the 
United  States  and  partly  by  tax 
rises,  lay  behind  the  move. 

Amado  Boudou,  Argentina’s 
vice-president,  faced  ques¬ 
tions  from  a  federal  judge 
about  his  alleged  ties  to  a  firm 
that  prints  the  country’s  cur¬ 
rency.  The  judge  will  now 
decide  whether  Mr  Boudou, 
who  denies  all  wrongdoing, 
must  face  charges. 

Repulsed 

An  attack  on  Karachi  airport 
left  at  least  38  people  dead, 
including  ten  of  the  attackers, 
after  a  shoot-out  with  the 
security  forces.  The  Pakistani 
Taliban  said  that  it  was  behind 
the  assault,  and  had  hoped  to 
hijack  an  airliner,  in  revenge 
for  air  strikes  against  suspected 
militants  in  the  remote  tribal 
area  of  north  Pakistan.  A  few 


days  later  America  resumed 
drone  strikes  in  the  tribal 
region  after  a  six-month  break. 

The  body  of  another  woman 
was  found  hanging  from  a  tree 
in  the  Indian  state  of  Uttar 
Pradesh,  at  least  the  third  such 
case  in  recent  weeks  in  which 
the  victims  were  allegedly 
raped.  Narendra  Modi,  the 
new  prime  minister  of  India, 
said  that  protecting  women 
should  be  a  priority  for  all 
Indians,  but  he  warned  against 
“politicising”  rape. 

China  told  Hong  Kong  that  its 
democratic  freedom  “comes 
solely  from  the  authorisation 
of  the  central  leadership”  in 
Beijing.  This  may  have  been 
prompted  by  the  large  turnout 
at  recent  rallies  in  Hong  Kong 
to  commemorate  the  25th 
anniversary  of  the  massacre  in 
Tiananmen  Square.  Democra¬ 
cy  activists  are  also  making  a 
push  this  summer  to  introduce 
a  system  of  universal  suffrage 
to  elect  Hong  Kong’s  leaders. 

In  an  unusual  move  China  set 
out  its  grievances  with 
Vietnam  over  disputed  territo¬ 
ry  in  the  South  China  Sea  in  a 
letter  to  the  un,  China  normal¬ 
ly  eschews  international  bo¬ 
dies  in  its  disputes  with  other 
countries.  The  un  suggested  it 
would  be  willing  to  mediate  if 
both  countries  request  it. 


The  captain  and  crew  of  the 
South  Korean  ferry  that  sank 
in  April  with  the  loss  of  about 
300  lives  went  on  trial.  They 
are  pleading  not  guilty  to 
charges  of  homicide  through 
wilful  negligence.  Meanwhile, 
thousands  of  police  searched  a 
religious  compound  in  their 
manhunt  for  the  ferry’s  owner, 
Yoo  Byung-eun,  an  investor 
who  also  owns  the  website 
god.com.  » 
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Business 

The  euro  fell  by  0.7%  against 
the  dollar  over  two  days,  as 
markets  reacted  to  the  mea¬ 
sures  unveiled  by  the  Euro¬ 
pean  Central  Bank  on  June 
5th.  The  ecb  set  a  deposit  rate 
of  minus  0.1%,  making  it  the 
first  big  central  bank  to  in¬ 
troduce  negative  rates,  by 
which  it  hopes  to  spur  banks  to 
lend  rather  than  hoard  money. 
It  also  cut  its  main  refinancing 
rate  to  0.15%  from  0.25%  and 
took  action  to  provide  banks 
with  cheaper  loans.  The  mea¬ 
sures  are  aimed  at  tackling 
worryingly  low  inflation  in  the 
euro  zone,  which  stood  at  a 
mere  0.5%  in  May. 

The  German  news  media  in 
general  took  a  dim  view  of  the 
ecb’s  moves  and  the  conse¬ 
quences  for  savers,  but  that  did 
not  stop  Germany’s  dax 
stockmarket  index  from  clos¬ 
ing  above  the  10,000  mark  for 
the  first  time  on  June  9th. 

Sensex  and  sensibility 
India’s  Sensex  stockmarket 
index  reached  a  record  high, 
driven  in  part  by  optimism 
about  the  new  government 
under  Narendra  Modi.  The 
Sensex  has  risen  by  n%  over 
the  past  month  and  is  the  best 
performer  among  the  world’s 
biggest  stockmarkets  this  year. 

A  better-than-expected  jobs 
report  in  America— where 
employers  added  217,000 
v/orkers  to  the  payrolls  in 
May-helped  propel  the  s&p 
500  index  to  another  high. 
More  Americans  are  now  in 
work  than  before  the  start  of 
the  financial  crisis  (although, 
with  a  larger  population,  the 
labour-force  participation  rate 
is  still  down,  at  62.8%).  The  vix 
measure  of  stockmarket 
volatility  fell  below  n,  half  its 
long-term  average  and  the 
lowest  since  February  2007. 

The  British  government  laid 
out  plans  to  make  the  manipu¬ 
lation  of  financial  bench¬ 
marks  a  criminal  offence.  The 
image  of  the  City  has  taken  a 
knock  after  the  libor  scandal. 
A  potentially  much  larger  and 
ongoing  investigation  is  look¬ 


ing  at  the  alleged  rigging  of 
benchmarks  in  foreign-curren¬ 
cy  trading. 

American  International 
Group  named  Peter  Hancock 
as  its  new  chief  executive  to 
take  over  from  Robert  Ben- 
mosche,  who  will  retire  earlier 
than  expected,  in  September. 
Mr  Benmosche  took  charge  at 
aig  in  2009  after  its  $182  bil¬ 
lion  bail-out  and  is  credited 
with  doing  much  to  return  it  to 
profitability  (along  with  the 
government’s  support). 

Persuasion 

Tyson  Foods,  America’s  big¬ 
gest  meat-processing  company, 
won  a  bidding  war  for  Hill- 
shire  Brands,  a  food  company 
that  was  formerly  known  as 
Sara  Lee.  Tyson  valued  its 
acquisition  at  $8.6  billion, 
forcing  the  withdrawal  of  a 
competing  offer  from  Pilgrim’s 
Pride,  a  chicken  producer 
owned  by  Brazil’s  jbs,  Tyson’s 
bigger  global  rival.  The  acquisi¬ 
tion  is  subject  to  Hillshire 
ending  its  recent  agreement  to 
buy  Pinnacle  Foods. 

In  a  blow  to  Airbus,  Emirates 
airline  withdrew  its  $16  billion 
order  for  70  A350jets,  which  is 
the  European  aerospace  com¬ 
pany’s  biggest  cancelled  order 
to  date.  The  A350  is  due  to 
come  into  service  later  this 


year  and  is  Airbus’s  answer  to 
Boeing’s  Dreamliner.  Emirates 
ordered  the  A35OS  in  2007  for 
delivery  in  2019,  but  it  is  now 
reviewing  its  fleet  require¬ 
ments.  Last  year  it  placed  an 
order  for  an  additional  50 
Airbus  superjumbo  A380S, 
which  seat  more  passengers. 

The  European  Commission 
opened  a  formal  investigation 
into  the  tax  treatment  afforded 
to  Apple  in  Ireland,  Starbucks 
in  the  Netherlands  and  a  unit 
of  Fiat  in  Luxembourg.  The 
probe  is  looking  at  whether 
arrangements  in  which  firms 
transfer  profit  between  subsid¬ 
iaries  to  take  advantage  of 
lower-tax  regimes  break  Euro¬ 
pean  rules  on  state  aid.  The  tax 
benefit  that  Apple  gains  by 
parking  profits  in  Ireland  was 
lambasted  by  an  American 
Senate  committee  last  year. 

Infosys,  an  Indian  software 
and  iT-services  company,  said 
that  its  founder,  Narayana 
Murthy,  would  stand  down  as 
its  executive  chairman.  Mr 
Murthy  returned  to  Infosys, 
which  has  been  losing  market 
share  to  bigger  rivals,  last  year 
and  had  been  expected  to  stay 
for  at  least  two  years.  A  new 
chief  executive  was  also  ap¬ 
pointed:  Vishal  Sikka,  who 
will  be  the  first  person  from 
outside  Infosys  to  hold  the  job. 


The  year’s  frenzy  of  dealmak¬ 
ing  in  the  drugs  industry  con¬ 
tinued  with  Merck  agreeing  to 
buy  Idenix  for  $3.9  billion. 
Idenix  is  one  of  the  companies 
at  the  forefront  of  developing 
“next-generation”  treatments 
to  cure  hepatitis  c. 

Pride  and  prejudice 
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Uber,  the  latest  next  big  thing 
in  the  tech  world,  raised  $1.2 
billion  in  capital  from  private 
investors,  giving  it  an  estimat¬ 
ed  market  value  of  $17  billion. 
Uber’s  limousine  and  car¬ 
sharing  services  operate  in  128 
cities  in  37  countries  through 
its  app,  a  challenge  to  licensed 
taxi  firms.  This  week,  protests 
by  European  taxi  drivers  angry 
at  what  they  say  is  unfair 
competition  from  Uber’s 
unregulated  service  snarled  up 
traffic  in  some  cities,  including 
London  and  Paris. 


Other  economic  data  and  news 
can  be  found  on  pages  84-85 


Better  sound  through  research 


When  I  won  my  first  major,  I  listened  to  the  same  song 
every  day  on  the  way  to  the  tournament.  It  played  in  my  head 


over  and  over  all  the  way  around  the  course.  So  whenever 


I  want  to  remember  that  winning  feeling 


Rory  Mcllroy 

Professional  Golfer 
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Terror’s  new  headquarters 


Iraq  s  second  city  has  fallen  to  a  group  that  wants  to  create  a  state  from  which  to  wage  jihad  around  the  world 


SO  ABSOLUTE  was  the  rout  of 
Iraq’s  army  in  Mosul  that  sol¬ 
diers  stripped  off  their  uniforms 
in  the  street  and  fled.  The  bodies 
of  those  left  behind,  some  muti¬ 
lated,  were  strewn  amid 
burned-out  troop  carriers. 
Roughly  1,500  jihadists  from  the 
Islamic  State  of  Iraq  and  Greater  Syria  (isis),  outnumbered  by 
more  than  15  to  one,  reportedly  seized  six  Black  Hawk  helicop¬ 
ters  as  well  as  untold  plunder  from  the  vaults  of  Mosul’s  banks. 
They  released  thousands  of  prisoners  from  Mosul’s  jails.  As 
the  black  flag  of  jihad  rose  above  government  buildings,  as 
many  as  half  a  million  refugees  sought  sanctuary. 

Ttoo  and  a  half  years  ago,  as  the  last  American  troops  left, 
President  Barack  Obama  described  Iraq  as  “sovereign,  stable 
and  self-reliant”.  Today  jihadists  are  tearing  the  country  apart. 
Mosul  is  its  second  city.  On  June  10th  the  prime  minister,  Nuri 
al-Maliki,  called  for  a  state  of  emergency  and  pleaded  for  out¬ 
side  help.  The  next  day,  in  league  with  rebellious  Iraqi  Sunnis, 
isis  took  Tikrit,  the  home  of  Saddam  Hussein,  just  two  and  a 
half  hours’  drive  north  of  Baghdad. 

In  coming  weeks  the  jihadists  may  fall  prey  to  overstretch 
(see  page  41).  Perhaps  Iraq’s  humiliated  army  will  muster  the 
resolve  to  make  a  stand,  or  even  retake  Mosul.  But,  with  its 
symbolic  victories  and  an  endless  supply  of  young  men,  that 
will  be  of  little  comfort,  isis  aims  to  redraw  the  map  of  the 
Middle  East  by  creating  a  Sunni  state,  starting  with  eastern  Sy¬ 
ria  and  the  heart  of  Iraq.  Its  brand  of  militancy  is  spreading  poi¬ 
son  and  terror  across  the  Arab  world.  One  day,  if  they  have 
their  way,  isis’s  suicide-bombers  will  also  target  Europe  and 
America.  Without  a  change  of  heart  in  Baghdad  and  Washing¬ 
ton,  isis  and  groups  like  it  will  continue  to  cause  mayhem. 
Even  with  a  new  approach,  it  will  be  hard  to  stop  the  jihad. 

Too  alarming  for  al-Oaeda 

isis  is  born  of  regional  warfare  and  Islamic  fundamentalism. 
Battling  against  Bashar  Assad  in  Syria,  it  recruited  foreign  fight¬ 
ers,  some  of  them  veterans.  In  the  anarchy  of  Syria  and  Iraq,  it 
has  stuffed  its  robes  with  cash  from  kidnapping  and  extortion, 
and  gained  enough  battlefield  experience  to  outclass  Iraq’s  sol¬ 
diery.  It  is  so  zealous  and  bloodthirsty  that  other  rebel  groups 
in  Syria  have  turned  against  it.  Even  al-Oaeda  renounced  it, 
partly  because  al-Oaeda  does  not  approve  of  the  idea  of  creat¬ 
ing  a  state  just  now,  and  partly  because  of  isis’s  savagery,  in¬ 
cluding  towards  fellow  Muslims. 

Too  violent  for  mainstream  Syria’s  rebels,  too  extreme  for 
al-Oaeda,  isis  has  many  parents.  At  the  start  of  the  war  in  Syr¬ 
ia,  TUrkey  let  foreign  fighters  cross  its  borders  freely.  European 
governments  have  handed  isis  millions  of  dollars  to  buy  the 
freedom  of  kidnapped  citizens.  Mr  Assad  cynically  helped  isis 
gain  an  edge  over  the  rest  of  the  Syrian  rebels  by  releasing  ex¬ 
tremists  from  his  jails  and  selectively  sparing  it  from  attacks. 
He  wanted  the  world  to  withhold  aid  for  his  opponents,  for 
fear  of  what  might  come  after  him.  It  worked. 

But  the  blame  also  lies  with  Mr  Maliki  in  Iraq  and  with  Mr 


Obama.  Mr  Maliki  has  governed  as  a  proto-dictator  on  behalf 
of  the  Shia  majority.  The  army  has  rotted  as  he  has  purged  in¬ 
dependent-minded  officers  and  put  his  own  men  in  their 
place.  Just  after  the  last  American  troops  left  Iraq,  in  2011,  he  or¬ 
dered  the  arrest  of  the  Sunni  vice-president-who  promptly 
fled.  He  failed  to  maintain  links  with  the  Sunni  clans  who 
drove  al-Qaeda  and  isis’s  forerunner  out  once  before,  during 
the  American  occupation.  He  has  used  live  fire  on  peaceful 
Sunni  protesters.  At  the  same  time,  life  in  Mr  Maliki’s  Iraq  is 
miserable.  Because  of  isis,  monthly  death  rates  have  climbed 
back  to  the  levels  of  2008;  the  rule  of  law  is  weaker  than  in  the 
time  of  Saddam;  corruption  is  rife  and  the  lack  of  jobs  and  edu¬ 
cation  means  that  prospects  are  bleak. 

A  state  of  jihad 

Mr  Obama  has  helped  isis  by  omission.  No  doubt,  his  prede¬ 
cessor’s  decision  to  go  to  war-which  we  mistakenly  backed  at 
the  time-was  a  disaster.  But  in  quitting  Iraq  Mr  Obama  failed 
to  win  an  agreement  that  left  some  American  troops  behind, 
or  that  provided  American  aerial  support.  Only  last  month  he 
refused  Mr  Maliki’s  calls  for  American  airstrikes  against  the  Ji¬ 
hadists.  And  in  Syria,  as  many  warned,  the  predictable  out¬ 
come  of  Mr  Obama’s  vow  to  prevent  America  being  sucked  in 
has  been  to  create  a  terrorist  threat  so  grave  that  it  risks  sucking 
America  into  an  even  worse  mess. 

isis  may  now  catalyse  the  disintegration  of  Iraq  and  Syria. 
Armed  with  weapons  seized  in  Mosul  and  cash  to  pay  its 
troops  it  can  more  easily  hold  its  ground.  In  Iraq  the  Kurds  may 
get  their  own  state,  which  would  leave  a  Shia-dominated 
rump  under  Mr  Maliki  at  risk  of  communal  violence,  isis’s 
freedom  to  range  through  parts  of  Syria  and  Iraq  creates  a 
breeding  ground  for  global  terror.  Although  the  group’s  focus 
today  is  on  territory,  its  people  say  that  their  targets  include  the 
wider  region  and  the  West.  Hundreds  of  isis  fighters  may  have 
European  passports.  Already,  in  eastern  Syria,  the  group  has 
built  training  camps.  That  is  worryingly  reminiscent  of  Osama 
bin  Laden’s  set-up  in  Afghanistan. 

isis  can  be  stopped.  Its  fighters  are  not  numerous-it  has  up 
to  11,000  of  them,  boosted  by  the  recruits  it  picks  up  along  the 
way  and  the  prisoners  it  frees  from  jails.  Following  elections 
that  he  won  last  month,  Mr  Maliki  is  struggling  to  form  a  co¬ 
alition.  The  capture  of  Mosul  gives  him  the  chance  to  abandon 
Shia  triumphalism  and  to  form  a  government  for  all  Iraqis,  in¬ 
cluding  moderate  Sunnis  and  Kurds.  That  would  help  curb 
isis,  especially  if  the  Kurds  committed  their  peshmerga  mili¬ 
tiamen  to  the  fight.  It  might  also  persuade  local  Sunni  groups 
backing  isis  to  stop.  Mr  Obama  can  arm  and  train  Iraqi  sol¬ 
diers  and  squeeze  isis  in  Syria  by  doing  more  to  arm  and  train 
moderate  rebels.  Only  they  have  the  local  knowledge  and  the 
desire  to  see  off  isis  and  other  zealots.  Yet  Mr  Obama  is  so  re¬ 
luctant  to  devote  resources  to  the  opposition  that  one  of  his 
best  Arabists  has  resigned  in  frustration. 

Fighting  isis  may  not  work.  Even  if  Mr  Maliki  prevails,  an¬ 
other  violent  group  could  rise  from  the  ashes  of  war  in  Syria  or 
Iraq.  But  not  fighting  it  means  more  bloodshed  in  the  Middle 
East-and  very  likely  in  the  rest  of  the  world,  too.  ■ 
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Republicans  must  not  misunderstand  the  meaning  of  Eric  Cantor’s  defeat 


ERIC  CANTOR  is  by  most  stan¬ 
dards  a  fairly  conservative 
American.  The  House  majority 
leader’s  commitment  to  cutting 
government  spending  has  sur¬ 
vived  an  earthquake  and  a  hur¬ 
ricane:  when  both  hit  his  Virgin¬ 
ia  district  in  2011  he  insisted  that 
any  federal  disaster  relief  be  offset  by  budget  cuts  elsewhere. 
He  is  also  credited  with,  or  blamed  for,  scuppering  a  grand  bar¬ 
gain  between  House  Republicans  and  the  president  that  was 
meant  to  shrink  the  deficit  by  cutting  spending  a  lot,  on  the 
grounds  that  it  raised  taxes  a  bit. 

Yet  the  Republican  voters  in  his  June  10th  primary  were  not 
convinced  of  his  bona  fides.  Though  he  had  helped  to  block  a 
recent  proposal  for  immigration  reform  in  the  House,  he  had 
once  talked  of  a  limited  amnesty  for  some  migrants  who  ar¬ 
rived  as  children.  And  he  had  suggested  that  perhaps,  on  this,  a 
compromise  with  Barack  Obama  might  be  possible.  Mr  Can¬ 
tor  also  voted  to  reopen  the  government  in  October  and  to 
avoid  a  disastrous  technical  default  on  America’s  sovereign 
debt.  Faced  with  such  infamy  the  primary  voters  backed  Da¬ 
vid  Brat,  a  professor  of  economics  at  Randolph-Macon  College 
in  Ashland  who  is  rock  solid  on  opposing  immigration-effec- 
tively  ejecting  Mr  Cantor  from  Congress.  “God  acted  through 
people  on  my  behalf,”  Mr  Brat  told  Fox  News. 

But  if  God  intervened  in  the  race,  he  is  clearly  a  Democrat. 
Mr  Brat’s  victory  is  bad  for  both  the  Republicans  and  America, 
for  it  increases  the  chances  that  a  party  beginning  to  recover  a 
bit  of  its  vim  will  veer  off  once  again  to  the  right,  as  incumbents 
scramble  to  make  themselves  primary-proof. 


No  you  Cantor 

After  Mitt  Romney’s  defeat  in  the  2012  presidential  election, 
the  Republican  National  Committee  concluded  that  the  feder¬ 
al  wing  of  the  party  was  “increasingly  marginalising  itself”. 
Young  voters,  it  said,  are  “rolling  their  eyes  at  what  the  party 
represents,  and  many  minorities  wrongly  think  that  Republi¬ 
cans  do  not  like  them  or  want  them  in  the  country.”  This  news¬ 
paper,  which  has  often  backed  Republicans  in  the  past,  shared 
some  of  those  emotions:  the  sunny  small-government  opti¬ 
mism  of  Ronald  Reagan  had  given  way  to  the  party’s  moralis¬ 
ing  southern-fried  wing,  with  its  disdain  for  immigrants,  gays 
and  economic  solutions  not  composed  wholly  of  tax  cuts. 

Before  Mr  Cantor’s  ouster,  the  party  seemed  to  be  making 
some  progress.  The  Republicans  looked  increasingly  likely  to 
take  the  Senate  in  the  mid-term  elections  in  November,  partly 
because  of  Barack  Obama’s  unpopularity  and  partly  because 
mid-terms  are  low  turnout  elections.  Voters  who  are  old  and 
white  are  more  likely  to  turn  out,  and  Republicans  do  well 
with  both.  A  smaller  share  of  eligible  voters  showed  up  in  the 
2010  mid-terms  than  for  the  widely  derided  elections  to  the 
European  Parliament. 

To  be  fair,  though,  the  party  had  also  made  an  attempt  to 
learn  from  its  presidential  defeat.  In  several  primaries  this  year, 
more  moderate  old-timers  beat  Tea  Party  candidates  who  had 


condemned  them  for  their  culpably  conciliatory  attitude  to¬ 
wards  Democrats.  This  opened  up  the  possibility  of  a  much 
more  Republican  America  this  November,  with  the  party, 
which  also  controls  the  House  of  Representatives  and  most 
state  legislatures,  in  charge  of  everything  but  the  presidency. 
The  stage  would  then  be  set  for  someone  with  experience  of 
running  a  state— Jeb  Bush,  Scott  Walker,  Chris  Christie,  John 
Kasich— to  wrestle  Hillary  Clinton  for  the  White  House  in  2016. 

Mr  Cantor’s  defeat  was  partly  a  reprimand  for  laziness:  he 
did  not  spend  enough  time  in  his  district.  But  it  is  also  a  remind¬ 
er  of  how  far  the  party  still  has  to  go.  The  gap  between  the  Tea 
Party  activists  and  the  pragmatists  remains  immense.  And  the 
issues  on  which  Republicans  can  agree  these  days-opposition 
to  abortion  and  tax  increases,  passionate  enthusiasm  for  guns 
and  the  constitution-are  too  narrow  to  address  America’s  pro¬ 
blems.  Too  many  primary  races  are  still  purity  contests.  A  vic¬ 
tory  in  the  Senate  could  exacerbate  that  problem:  some  Repub¬ 
lican  strategists  fear  that  it  would  drive  the  party  towards  the 
extremes  once  more,  and  the  voters  towards  Mrs  Clinton. 

Wages,  work  and  welfare 

That  would  be  a  shame.  America  needs  a  decent  opposition- 
one  which  argues  for  unleashing  the  country’s  entrepreneur¬ 
ial  side,  not  for  the  urgency  of  arming  teachers.  An  important 
debate  is  under  way  about  the  role  of  the  state  in  which  the  Re- 
publicans-at  heart  a  small-government  party— have  a  lot  to 
say.  Most  of  America’s  governorships  are  now  held  by  Repub¬ 
licans,  usually  of  a  problem-solving  sort.  From  New  Jersey  to 
Wisconsin  and  Nevada,  they  have  got  elected  by  spending 
more  time  fixing  things  than  fighting  culture  wars  and  have 
been  experimenting  with  pro-business  policies,  introducing 
competition  to  America’s  lacklustre  schools,  and  cutting  both 
red  tape  and  taxes.  A  good  bit  of  “the  America  that  works”  is  in 
their  hands,  and  their  governments  compare  well  with  the  bu¬ 
reaucracy  created  by  some  of  Mr  Obama’s  well-intentioned 
but  lazily  assembled  laws. 

In  Washington  too  there  are  Republicans  with  good  ideas, 
many  of  which  are  aimed  at  voters  beyond  the  party’s  base. 
Marco  Rubio,  a  senator  from  Florida,  is  focusing  on  poorer 
workers,  whose  pay  has  stagnated  in  recent  decades:  he  coun¬ 
ters  the  Democrats’  proposal  for  much  higher  minimum 
wages  with  one  to  boost  low  incomes  with  wage  subsidies. 
John  Thune,  a  senator  from  South  Dakota,  wants  to  build  a  re¬ 
location  allowance  into  unemployment  benefits  to  help  the 
long-term  jobless  move  to  where  there  are  jobs.  Such  policies 
do  not  fit  easily  onto  a  bumper-sticker,  but  they  could  help  per¬ 
suade  voters  that  the  Republicans  take  the  business  of  govern¬ 
ment  seriously. 

In  the  wake  of  Mr  Cantor’s  defeat,  there  is  a  danger  that  the 
pragmatists  will  hunker  down.  Already  immigration  reform  is 
being  pronounced  dead.  Abandoning  attempts  to  address 
America’s  real  problems  would  be  a  grave  mistake  for  the 
party.  Mr  Obama  may  be  unpopular,  but  he  is  not  running  in 
2016.  If  the  Republicans  present  themselves  to  the  electorate 
yet  again  as  a  bunch  of  angry,  old,  white  men,  they  will  lose- 
and  deservedly  so.  ■ 


IF 


go  on  a  cruise,  does 
it  have  to  be  at  sea  level? 


Flying  cruise  liners  — 
a  dream  our  software  could  bring  to  life. 

Innovative  thinkers  everywhere  use 
INDUSTRY  SOLUTION  EXPERIENCES 
from  Dassault  Systemes  to  explore  the 
true  impact  of  their  ideas.  Insights  from 
the  3D  virtual  world  enable  aerospace 
and  defense  companies  to  define  new 
experiences.  How  long  before  the  sky 
becomes  the  destination? 
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A  new  Palestinian  government 

Give  it  a  chance 
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Israel  should  not  dismiss  the  Palestinian  unity  government  out  of  hand 

ployment  and  fear.  Gazans  have  been  shut  away  in  their  fetid, 


EVEN  if  the  recently  aborted 
talks  between  Israel  and  Pal¬ 
estine  had  led  to  a  peace  agree¬ 
ment,  a  chunk  of  the  would-be 
*  Palestinian  state  would  have 
been  kept  out  of  the  deal.  Like  a 
stone  in  a  shoe,  it  would  always 
be  liable  to  cause  a  temper-fray¬ 
ing  blister.  Gaza,  the  Palestinian  enclave  on  the  Mediterranean 
coast,  which  is  controlled  by  the  Islamists  of  Hamas,  has  spent 
seven  years  in  battered  isolation.  Since  Fatah,  Hamas’s  secular 
rival,  which  runs  the  West  Bank,  was  evicted  from  Gaza  in 
2007,  Israel  has  imposed  a  blockade  on  the  tiny  strip  of  land. 

Now,  however,  Hamas  and  Fatah  have  agreed  on  a  unity 
government  for  Palestinians,  under  Mahmoud  Abbas,  the  Pal¬ 
estinian  president  (pictured  left).  Consisting  mainly  of  techno¬ 
crats,  it  has  accepted  the  three  conditions  that  Israel  and  its 
friends  have  long  insisted  on  before  a  Palestinian  government 
including  Hamas  could  be  treated  as  a  serious  interlocutor:  it 
disavows  violence,  recognises  Israel  and  accepts  all  prior 
agreements  between  Israel  and  the  Palestine  Liberation  Orga¬ 
nisation,  the  nationalist  umbrella  dominated  by  Fatah. 

To  the  fury  of  the  Israeli  government,  Barack  Obama,  en¬ 
couraged  by  the  Europeans  and  the  rest  of  the  world,  has  wari¬ 
ly  welcomed  the  new  government.  He  is  right  to  do  so.  But  the 
Palestinians  must  strive,  in  the  next  few  months,  to  prove  wor¬ 
thy  of  international  support. 

Deeds  and  words  both  count 

There  are  good  reasons  for  backing  the  intra-Palestinian  ac¬ 
cord.  The  first  is  to  give  succour  to  the  ordinary  people  of  Gaza, 
who  have  suffered  grievously  in  the  past  seven  years  and 
more.  The  blockade  has  brought  poverty,  disease,  mass  unem- 


overcrowded  strip,  oppressed  by  both  Hamas,  whose  rule  has 
been  harsh,  and  Israel,  which  has  punished  them  for  harbour¬ 
ing  what  it  deems  to  be  a  terrorist  regime.  Hamas  and  other  mi¬ 
litias  have  attacked  Israel  with  thousands  of  rockets,  killing 
fewer  than  a  score  of  people  since  2007.  In  deterring  the  mili¬ 
tants,  the  Israeli  armed  forces  have  struck  back,  leaving  more 
than  2,300  dead,  many  of  them  civilians. 

A  second  reason  is  that  when  the  Palestinians  and  Israelis 
resume  negotiations,  as  one  day  they  must,  any  deal  that  has  a 
fair  chance  of  sticking  must  be  endorsed  and  upheld  by  the 
vast  majority  of  Palestinians.  Agreement  between  Hamas  and 
Fatah  makes  the  prospect  of  a  durable  peace  deal  a  lot  likelier. 

The  final  reason  is  that  with  the  hard  men  of  Hamas  cor¬ 
ralled  into  tacitly  accepting  the  Jewish  state,  Israel  has  less 
cause  to  argue  that  it  has  “no  partner  for  peace”.  Indeed,  as  the 
Palestinians  point  out,  it  is  the  Likud  party  of  Binyamin  Netan¬ 
yahu  (pictured  right),  the  biggest  in  Israel’s  ruling  coalition,  that 
has  yet  to  endorse  the  notion  of  two  separate  states  co-existing 
peacefully  side  by  side. 

Mr  Netanyahu  has  threatened  to  withhold  customs  dues 
that  help  keep  the  Palestinian  administration  afloat  in  the 
West  Bank.  He  must  not  implement  that  threat:  to  seek  to  de¬ 
stroy  a  government  whose  creation  increases  the  chances  of  a 
negotiated  peace  would  not  be  in  his  country’s  interests. 

But  Hamas  must  also  change.  Its  leaders  have  said  they 
could  accept  Israel  if,  among  other  things,  it  withdraws  to  the 
1967  border  with  the  West  Bank— a  notion  Mr  Netanyahu  re¬ 
jects.  And  as  an  early  token  of  good  faith  and  not,  as  its  leaders 
imply,  as  a  bargaining  chip  at  some  point  in  future  negotia¬ 
tions,  Hamas  should  revoke  its  revoltingly  anti-Semitic  and 
violent  charter.  Deeds  count  most.  But  words,  in  the  context  of 
the  disputatious  Holy  Land,  matter  a  great  deal,  too.  ■ 


Energy  subsidies 

Scrap  them 


There  are  moves  around  the  world  to  get  rid  of  energy  subsidies.  Here’s  the  best  way  of  going  about  it 


FOR  decades,  governments 
from  Egypt  to  Indonesia  have 
subsidised  the  price  of  basic  fu¬ 
els.  Such  programmes  often  start 
with  noble  intentions-to  keep 
down  the  cost  of  living  for  the 
poor  or,  in  the  case  of  oil-pro¬ 
ducing  countries,  to  provide  a 
visible  example  of  the  benefits  of  carbon  wealth-but  they 
have  disastrous  consequences,  wrecking  budgets,  distorting 
economies,  harming  the  environment  and,  on  balance,  hurt¬ 
ing  rather  than  helping  the  poor. 

Emerging  markets  are  not  the  only  places  that  distort  ener¬ 
gy  markets.  America,  for  instance,  suppresses  prices  by  restrict¬ 


ing  exports.  But  subsidies  are  more  significant  in  poorer  coun¬ 
tries.  Of  the  $500  billion  a  year  the  imf  reckons  they  cost-the 
equivalent  of  four  times  all  official  foreign  aid-half  is  spent  by 
governments  in  the  Middle  East  and  north  Africa,  where,  on 
average,  it  is  worth  about  20%  of  government  revenues.  The 
proceeds  flow  overwhelmingly  to  the  car-driving  urban  elite. 
In  the  typical  emerging  economy  the  richest  fifth  of  house¬ 
holds  hoover  up  40%  of  the  benefits  of  fuel  subsidies;  the  poor¬ 
est  fifth  get  only  7%.  But  the  poorest  suffer  disproportionately 
from  the  distortions  that  such  intervention  creates.  Egypt 
spends  seven  times  more  on  fuel  subsidies  than  on  health. 
Cheap  fuel  encourages  the  development  of  heavy  industry 
rather  than  the  job-rich  light  manufacturing  that  offers  far 
more  people  a  route  out  of  poverty. 


ADVERTISEMENT 


INNOVATION  IN 

THE  AGE  OF  EXPERIENCE 


We  live  in  an  age  where  businesses  need  to  look  beyond  the  aesthetics  of  a  product  or  the 
practicalities  of  a  service... where  consumer  engagement  and  loyalty  count  far  more  than  features 
and  benefits  alone. ..where  consumers  expect  to  interact  with  or  even  influence  suppliers  -  not  just 
be  sold  to. 


Products  are  no  longer  enough 
for  today's  consumers  who  value 
experience  over  all  else. 


THE  RGE  OF  EXPERIENCE 
HRS  RRRIVED 


Executives  and  academics 
everywhere  accept  that  in  the 
modern  economy,  the  key  to 
success  is  delivering  consumer 
experiences  that  demonstrate 
true  differentiation. 

find  yet,  the  task  is  a  daunting  one 
at  best.  What  exactly  is  meant  by 
experience?  find,  more  importantly, 
how  can  a  business  influence  it, 
given  the  complex  array  of  emotional, 
rational  and  physical  responses 
that  inevitably  drive  consumer 
connection? 


IF  WE  CHRNGE  THE  WRY 
WE  INNOVRTE,  CRN  WE 
DEVELOP  EXPERIENCES  THRT 
CONSUMERS  DEMRND? 


The  key  to  making  consumer 
experience  the  true  focus  of 
innovation  is  to  capture  insights 
and  expertise  from  across 
a  business's  entire  ecosystem. 

Shaping  the  right  consumer 
experience  requires  not  only 
the  involvement  of  but  also  the 
collaboration  between  all  roles 
within  a  company  -  from 
marketing  and  management 
to  sales  and  engineering. 

Only  by  connecting  all  the  dots 
between  people,  ideas  and  data  can 
a  business  drive  consumer  loyalty, 
engagement  and  value. 

IF  WE  WRNT  TO  THRIVE 
IN  THE  RGE  OF  EXPERIENCE, 

WHERE  CRN  WE  TURN? 

The  3DEXPERIENCE®  platform  from 
Dassault  Systemes  is  a  business 
experience  platform:  a  new  class 
of  collaborative  environment 
specifically  designed  to  help 
companies  create  differentiating 
consumer  experiences. 


It  enables  everyone  within 
a  company  to  play  an  active 
role  in  experience  development. 

With  a  single,  easy-to-use, 
compass-like  interface,  the 
3DEXPERIENCE  platform  powers 
INDUSTRY  SOLUTION  EXPERIENCES 
-  based  on  3D  design,  analysis, 
simulation  and  intelligence 
software  in  a  collaborative, 
interactive  environment. 

The  flge  of  Experience  represents 
a  significant  opportunity  for 
businesses  prepared  to  place 
a  new  focus  on  creating  unique 
and  truly  rewarding  consumer 
experiences. 

It's  time  to  ask  the  right  questions, 
understand  the  present  and  navigate 
the  future  -  now  made  possible 
with  the  3DEXPERIENCE  platform. 

Discover  the  3DEXPERIENCE 
platform  and  our  INDUSTRY  SOLUTION 
EXPERIENCES  at3DS.COM. 


The  3DEXPER1ENCE  Platform 
Explained 

The  3DEXPERIENCE  platform 
is  a  business  experience  platform. 

It  provides  software  solutions 
for  every  organization  in  your 
company  -  from  engineering 
to  marketing  to  sales  -  that 
help  you,  in  your  value  creation 
process,  to  create  differentiating 
consumer  experiences. 

With  a  single,  easy-to-use  interface, 
it  powers  INDUSTRY  SOLUTION 
EXPERIENCES,  based  on  3D  design, 
analysis,  simulation  and  intelligence 
software  in  a  collaborative  interactive 
environment.  It  is  available  on  premise 
and  in  public  or  private  cloud. 


3DEXPERIENCE 


It  takes  a  special  kind  of 
compass  to  understand  the 
present  and  navigate  the  future. 


Rbout  Dassault  Systemes  Dassault  Systemes,  the  3DEXPERIENCE  Company,  provides  business  and  people  with  virtual  universes  to  imagine  sustainable  innovations. 
Its  world-leading  solutions  transform  the  way  products  are  designed,  produced  and  supported.  Dassault  Systemes'  collaborative  solutions  foster  social  innovation,  expanding 
possibilities  for  the  virtual  world  to  improve  the  real  world.  The  group  brings  value  to  over  190,000  customers  of  all  sizes,  in  all  industries,  in  more  than  140  countries. 

3DEXPERIENCE  is  a  registered  trademark  of  Dassault  Systemes  or  its  subsidiaries  in  the  U.S.  and/or  other  countries. 
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►  For  all  these  reasons  the  benefits  of  scrapping  subsidies  are 

immense.  Emerging  economies  could  easily  compensate  ev¬ 
ery  poor  person  with  a  handout  that  was  bigger  than  the  bene¬ 
fits  they  got  from  cheap  fuel  and  still  save  money.  In  the  pro¬ 
cess,  they  would  help  the  planet.  According  to  the  Inter¬ 
national  Energy  Agency,  eliminating  fossil-fuel  subsidies 
would  reduce  global  carbon  emissions  by  6%  by  2020. 

How  to  save  $500  billion  and  the  planet 

Some  emerging-market  governments  are  persuaded  by  these 
arguments,  and  are  getting  serious  about  reform  (see  page  68). 
Indonesia  raised  petrol  prices  by  more  than  40%  last  year,  and 
the  front-runner  in  the  upcoming  presidential  election  says  he 
will  consider  a  more  comprehensive  fuel-subsidy  revamp. 
Iran  has  just  begun  the  second  phase  of  a  big  subsidy  overhaul, 
raising  the  price  of  petrol,  gas  and  electricity.  Egypt’s  new  presi¬ 
dent  is  being  pushed  towards  tackling  energy  subsidies  by  a 
gaping  budget  deficit.  Morocco  and  Jordan  have  cut  subsidies 
in  the  past  couple  of  years.  Even  Kuwait  announced  this  week 
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that  it  plans  to  scrap  diesel  subsidies. 

Yet  the  politics  of  reform  are  exceedingly  difficult.  Politi¬ 
cians  are  loth  to  antagonise  the  urban  elite;  insiders  benefit  (of¬ 
ten  corruptly)  from  cheap  fuel;  ordinary  citizens  do  not  believe 
they  will  be  compensated.  Many  previous  attempts  to  cut  sub¬ 
sidies  have  been  abandoned  in  the  face  of  popular  protests  or 
rising  global  oil  prices.  Experience  suggests  that  any  attempt  to 
cut  subsidies  needs  to  be  accompanied  by  a  public-education 
campaign  to  explain  the  costs  and  inequities  of  subsidies,  to 
have  a  clear  timetable  for  gradual  price  increases  and  to  be  sup¬ 
ported  by  targeted  transfers  to  counter  the  effect  of  higher  fuel 
prices  on  poorer  people. 

Even  with  better  politics  and  the  best-laid  plans,  it  would 
be  a  mistake  to  expect  too  much  too  fast.  Entrenched  subsidies 
anywhere  are  devilishly  difficult  to  get  rid  of.  If  the  oil  price 
rises,  so  too  will  the  pressure  on  emerging  economies  to  “pro¬ 
tect”  their  citizens  from  dearer  fuel.  But,  for  the  moment,  there 
seems  to  be  a  chance  to  accelerate  reform.  It  is  an  opportunity 
not  to  be  missed.  ■ 


Banking  and  crime 

Hitting  at  terrorists,  hurting  businesses 


Forcing  banks  to  police  the  financial  system  is  causing  nasty  side  effects 


Kidnappings  for  ransom, 
drug-smuggling,  fake  invoic- 

Ming  and  extortion  are  just  a  few 
of  the  ways  in  which  terrorists 
■rtf  raise  cash  for  their  nefarious 
S  fli  deeds.  Some  scams  take  advan- 
|\yf  tage  of  globalisation:  American 
officials  found  that  Hizbullah,  a 
Lebanese  movement,  raised  funds  by  exporting  used  cars  from 
America  and  selling  them  in  west  Africa. 

Governments  are  understandably  keen  to  cut  terrorists  off 
from  sources  of  cash,  and  have  been  taking  drastic  steps  to 
punish  banks  for  involvement  in  financing  dangerous  people. 
In  2012  the  American  authorities  imposed  a  $1.9  billion  fine  on 
hsbc,  a  British  bank,  for  lax  controls  on  money-laundering. 
Big  fines  have  been  meted  out  to  Barclays,  ing  and  Standard 
Chartered  for  money-laundering  or  sanctions-busting.  bnp  Pa¬ 
ribas  of  France  is  said  to  be  facing  a  fine  of  as  much  as  $10  bil¬ 
lion  in  America.  Such  stiff  penalties  are  popular,  and  provide 
great  press  for  ambitious  prosecutors.  Cut  the  flow  of  money  to 
terrorism,  their  thinking  goes,  and  it  will  wither. 

Yet  there  are  two  problems  with  this  approach.  First,  the  reg¬ 
ulations  are  so  demanding  and  the  fines  so  large  that  banks  are 
walking  away  from  countries  and  businesses  where  they  per¬ 
ceive  even  the  faintest  whiff  of  risk  (see  page  65).  American  reg¬ 
ulators,  for  instance,  require  banks  to  know  not  only  who  their 
customers  are,  and  what  they  plan  to  do  with  their  cash,  but 
also  the  identities  and  intentions  of  their  customers’  custom¬ 
ers.  Correspondent-banking  relationships-the  arteries  of  glo¬ 
bal  finance  that  allow  people  and  firms  to  send  money  from 
one  country  to  another,  even  if  their  own  bank  does  not  have  a 
branch  there-are  therefore  collapsing.  Some  of  world’s  big¬ 
gest  banks  privately  say  they  are  cutting  as  many  as  a  third  of 
these  relationships. 

This  retreat  will  have  little  impact  on  the  rich  world.  Brit¬ 


ain’s  Lloyds  Banking  Group,  say,  will  probably  always  transact 
with  Wells  Fargo  in  America  or  icbc  in  China.  But  it  could 
prove  devastating  to  small,  poor  countries  whose  banks  lose 
their  big  international  partners  just  because  the  costs  of  check¬ 
ing  up  on  them  outweigh  the  paltry  profits  they  generate. 
Some  countries  risk  being  cut  off  from  the  financial  system  al¬ 
together:  British  banks  last  year  threatened  to  close  the  last 
pipeline  for  money  transfers  into  Somalia.  Others  will  see  the 
costs  of  intermediation  rise:  bankers  talk  of  a  tenfold  increase 
in  fees  paid  to  send  money  to  countries  such  as  Tanzania.  Cot¬ 
ton  farmers  in  Mali  and  small  exporters  in  Indonesia  will  find 
it  increasingly  hard  to  get  trade  finance.  Even  well-known  char¬ 
ities  responding  to  un  calls  for  assistance  in  countries  such  as 
Syria  are  struggling  to  get  banks  to  let  them  send  aid. 

Making  it  harder  to  follow  the  money 

Were  all  of  this  actually  preventing  terrorism  it  might  be 
judged  a  fairtrade-off.  Yet- and  this  is  the  second  problem  with 
this  approach-it  seems  likely  to  be  ineffective  or  even  counter¬ 
productive.  Terrorism  is  not  particularly  expensive,  and  the 
money  needed  to  finance  it  can  travel  by  informal  routes.  In 
2012  guards  on  the  border  between  Nigeria  and  Niger  arrested 
a  man  linked  to  Boko  Haram,  a  Nigerian  terror  group,  with 
€35,000  ($47,000)  in  his  underpants:  laughable,  except  that 
the  group  has  killed  around  1,500  people  this  year  alone.  Re¬ 
strictions  on  banks  will  encourage  terrorists  to  avoid  the  bank¬ 
ing  system.  That  may  hinder  rather  than  help  the  fight  against 
terrorism.  A  former  spy  complains  that  it  has  become  harder  to 
piece  together  intelligence  on  terrorist  networks  now  that  the 
money  flows  within  them  are  entirely  illicit. 

When  the  G20  meets  later  this  year  it  should  urge  its  mem¬ 
bers  to  accept  the  risk  that  even  in  well-regulated  banking  sys¬ 
tems  money  may  find  its  way  to  terrorists.  Banks  should  be  giv¬ 
en  clear  guidance  on  necessary  safeguards,  but  not  held 
responsible  for  every  breach.  ■ 


To  succeed  in  business  is  not  only  about  having  a  good  idea.  You  also  need  a  favorable 
environment.  Such  as  in  Thuringia:  A  central  location  in  the  heart  of  Europe,  efficient  in¬ 
frastructure,  great  industrial  zones,  top-notch  science  and  research  institutions,  and, 
of  course,  motivated  people  eager  to  shape  the  future.  Because  of  this,  Thuringia  is 
one  of  the  most  attractive  investment  locations  in  Europe. 


That’s  Thuringia. 

There’s  no  other  destination  for  Lufthansa  in  Europe  when  the  engines  of  its 
A380  need  to  be  overhauled:  N3  Engine  Overhaul  Services,  a  joint  venture  of 
Lufthansa  Technik  and  Rolls-Royce.  Thuringia.  Space  for  Ideas.  Room  for  Growth. 


Freistaat  bgrtfej 

Thuringen  Ip 

Where  Future  Has  Tradition. 
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Relations  with  Turkey 

sir  -  You  were  right  to  high¬ 
light  concerns  among  Turkey’s 
friends  in  the  West  about  its 
government’s  use  of  propagan¬ 
da  (“Disillusioned  and  divid¬ 
ed”,  May  24th).  Recep  Tayyip 
Erdogan,  the  prime  minister, 
has  demonised  and  scape¬ 
goated  Jews,  Israel  and  foreign¬ 
ers,  which  has  isolated  Turkey 
diplomatically  and  caused 
American  lawmakers  to  ques¬ 
tion  the  us-Turkey  relation¬ 
ship.  These  feelings  are  com¬ 
pounded  by  what  is  seen  as  an 
erosion  of  Turkish  democracy 
by  the  Erdogan  government, 
increased  polarisation  and 
rampant  government-fuelled 
corruption. 

As  a  democracy,  Turkey  can 
bridge  Eastern  and  Western 
values,  culture  and  trade.  Its 
importance  as  a  nato  ally 
cannot  be  understated.  But  to 
be  a  full  partner  on  the  global 
stage  and  to  fortify  trust  with 
its  partners  in  the  West,  Turkey 
must  scrap  its  troubling 
propaganda  machine.  Instead, 
it  must  bring  the  population 
together  and  address  chal¬ 
lenges  surrounding  the  rule  of 
law,  accountability  and 
transparency  to  its  citizens. 
ELIOT  ENGEL 
WILLIAM  KEATING 
Foreign  Affairs  Committee 
us  House  of  Representatives 
Washington,  DC 


A  liberal’s  evolution 

sir  -  Your  review  of  Edmund 
Fawcett’s  “Liberalism”  found  it 
“odd”  that  the  book  places 
Michael  Oakeshott,  a  British 
Conservative,  “in  the  same 
tent”  as  Jean-Paul  Sartre,  a 
French  Marxist  (“On  the  barri¬ 
cades”,  May  24th).  But  the 
common  link  between  them 
was  an  unwavering  commit¬ 
ment  to  individual  freedom 
that  transcended  party  (though 
Oakeshott  in  later  life  did 
sometimes  make  disparaging 
remarks  about  Sartre). 

Oakeshott  was  born  the 
son  of  a  prominent  Fabian, 
Joseph  Oakeshott  (who  had 
helped  the  Webbs  set  up  the 
London  School  of  Economics) 
and  began  his  own  intellectual 
career  as  a  socialist  of  a  rather 
Romantic,  non-Marxist  sort. 


Despite  his  later  hostility  to  the 
central  planning  espoused  by 
the  post-1945  Labour  govern¬ 
ment,  he  retained  many  of  the 
underlying  values  that  had  first 
drawn  him  to  the  left. 

In  old  age  Oakeshott  made 
complimentary  remarks  about 
another  prominent  figure  for 
the  French  left,  Pierre-Joseph 
Proudhon,  of  “property  is 
theft”  fame.  In  “On  Human 
Conduct”  (1975),  he  explicitly 
endorsed  Proudhon’s  aim  of 
finding  “a  condition  of  social 
equality  which  is  neither 
community,  nor  despotism, 
nor  atomisation,  nor  disorder, 
but  freedom  in  order  and 
independence  in  unity”  as 
“not  a  bad  specification  of  the 
civil  condition”,  his  own  term 
for  a  liberal  order.  Ideological 
labels  sometimes  conceal  far 
deeper  affinities. 

LUKE  O'SULLIVAN 

General  editor 

Selected  writings  of  Michael 

Oakeshott 

Singapore 


Doing  business  in  Mexico 

sir  -  The  reason  why  so  many 
small  businesses  in  Mexico 
remain  “under  the  radar”  is 
that  it  is  impossible  to  comply 
with  the  multitude  of  incom¬ 
patible  demands  from  the 
different  arms  of  the  Mexican 
government  (“The  Peter  Pan 
syndrome”,  May  17th).  A  small 
restaurant,  for  example,  re¬ 
quires  around  28  different 
permissions,  licences  or  pay¬ 
ments  to  operate.  Obtaining 
each  one  can  take  weeks  and 
multiple  trips  to  government 
offices,  dealing  with  staff  who 
act  like  their  job  is  to  make  the 
task  as  difficult  as  possible. 
Many  permissions  can  only  be 
secured  by  hiring  authorised 
“specialists”,  which  only  larger 
companies  can  afford.  Most 
have  to  be  renewed  every  year. 

A  business  can  then  expect 
to  receive  several  government 
inspections  each  year,  each 
one  of  which  eats  up  produc¬ 
tive  hours.  All  this  leaves 
precious  little  time  and  energy 
for  activities  that  actually  add 
value  to  the  business’s  custom¬ 
ers  and  gives  them  a  chance  of 
growing. 

ROHAN  BARNETT 

Playa  del  Carmen,  Mexico 


The  state  of  the  Union 

sir  - 1  disagree  with  your 
assertion  that  the  European 
Parliament  elections  of  2014 
may  ultimately  be  as  signif¬ 
icant  as  the  launch  of  the 
European  project  in  1957 
(“Bucked  off”,  May  31st).  As 
you  noted,  the  direct  political 
aftermath  of  the  vote  may  not 
be  particularly  consequential 
for  the  functioning  of  the 
Parliament  itself.  Insurgent 
parties  will  not  fare  half  as 
well  in  national  elections, 
thereby  ensuring  that  the 
European  Council  and  the 
Council  of  the  European 
Union  remain  firmly  in  pro- 
European  hands.  As  in  the 
past,  the  2014  European  elec¬ 
tions  were  a  second-order 
event,  after  national  elections, 
or  even  a  third-order  affair, 
after  local  elections. 

The  scale  of  the  anti-Euro¬ 
pean  vote  had  been  widely 
expected  and  the  eu  already 
faced  the  possibility-but  not 
the  certainty— that  Britain 
would  pull  out.  eu  and  nation¬ 
al  leaders  have  been  aware  for 
years  of  the  extent  of  public 
dissatisfaction  with  the  eu  and 
are  striving  to  address  it,  diffi¬ 
cult  though  that  is  proving  to 
be.  The  situation  is  bad,  but  not 
desperate.  I  have  no  doubt  that 
the  eu  will,  in  fact,  muddle 
through. 

DESMOND  DINAN 
George  Mason  University 
Arlington,  Virginia 

sir  -  Lack  of  love  for  the  Euro¬ 
pean  Union  was  indeed  the 
message  sent  by  many  voters 
in  the  elections  for  the  Euro¬ 
pean  Parliament.  In  the  Czech 
Republic,  however,  Euroscepti¬ 
cism  was  not  a  problem,  con¬ 
trary  to  what  The  Economist 
reported  (“The  unloved  un¬ 
ion”,  May  24th).  The  admitted¬ 
ly  repulsive  xenophobic  plat¬ 
form  of  Adam  Bartos  received 
exactly  7,109  votes,  hardly  a 
threat  and  not  even  a  trend. 

It  is  patently  not  true  that 
“nearly  all  Czech  parties”  were 
campaigning  in  the  election 
“with  an  anti-EU  subtext”.  The 
parties  that  came  out  front, 
ano,  top  09  and  the  Social 
Democrats,  campaigned  on  a 
pro-EU  platform,  as  can  be 
readily  ascertained  from  their 


websites.  So  did  the  Christian 
Democrats,  who  came  fifth. 
Even  the  ods,  which  opposes 
the  country  joining  the  euro, 
cannot  be  labelled  an  anti-EU 
party,  certainly  not  by  British 
standards. 

Only  a  single  seat,  out  of  21, 
was  won  by  a  party  with  an 
anti-European  programme. 
And  the  top  09  election  slo¬ 
gan  cannot  be  translated  as 
“Don’t  bother  about  Europe”, 
but,  on  the  contrary,  “Don’t 
neglect  Europe”. 

MICHAEL  ZANTOVSKY 
Ambassador  of  the  Czech 
Republic 
London 

sir  -  The  Economist  has  an 
anti-EU  bias.  I  would  like  to 
make  three  points.  First,  noth¬ 
ing  in  the  eu  happens  without 
the  consent  of  the  member 
states,  and  it  is  national  gov¬ 
ernments  who  are  responsible 
for  the  shape  and  the  state  that 
the  eu  is  in  today.  Second,  the 
role  of  the  commission,  as 
guardian  of  the  treaties  and 
with  the  right  to  initiate  new 
legislation,  is  vastly  underesti¬ 
mated.  And  third,  no  clauses 
are  ever  “smuggled”  into  trea¬ 
ties.  The  Lisbon  treaty,  with  all 
its  clauses,  has  been  subject  to 
detailed  negotiations  by  gov¬ 
ernments  and  ratified  in  Euro¬ 
pean  parliaments. 

AMBASSADOR  EVA  NOWOTNY 
Vienna 

sir  -  It  is  hard  to  believe  that 
“it  is  not  even  clear”  if  Jean- 
Claude  Juncker  wants  to  be 
president  of  the  European 
Commission  (“The  perils  of 
Merkelvellianism”,  June  7th). 
He  has  tweeted  bluntly  to  say 
“I  am  more  confident  than  ever 
that  I  will  be  the  next  European 
Commission  president.” 

Given  that  democracy  does 
not  seem  to  determine  the 
outcome  of  many  eu  proceed¬ 
ings,  I  can  understand  his 
confidence. 

DOMINIC  MOASS 
London  m 
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Visit  economist.com  for  news,  blogs,  audio,  video,  interactive  graphics  and  debates 
Links  to  all  the  stories  below  can  be  found  at:  economist.com/dh71 


First  makers,  now  menders 

The  "take,  make,  dispose"  economy,  based 
on  digging  up  ever-scarcer  resources  to 
make  cheap,  short-lived  products,  only  to 
swiftly  consign  them  to  landfill  once  they 
break,  is  facing  a  backlash  from  a  collection 
of  activist  "mender"  groups 


Pedestrian  observations 

Walking  has  long  rewarded  contemplation. 
Its  mechanics  were  worked  out  in  the  1800s 
and  inspired  the  study  of  locomotion. 
Psychologists  ask  about  its  meanings; 
neurologists  its  effects  and  forms.  But  it 
takes  a  philosopher  to  uncover  its  spirit 


Shellshock 


The  lobster  population  in  New  England  has 
boomed  in  recentyears  as  overfishing  has 
reduced  competitors.  But  a  strange  ailment 
known  as  "shell  disease",  which  makes 
lobsters  more  vulnerable  to  predators,  is  a 
threatto  the  industry 
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\jtr  I  Morethan  2,200  goals  have  been 
'  scored  atthe  World  Cup  since  1930. 
Our  unique  data  set  visualises  all  the  goals, 
in  every  game,  for  every  minute 
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The  Queen's  Speech 

Pointless  ceremony 


Buttonwood:  Before  the  storm? 

Volatility  in  financial  markets  is  at  a 
low,  butthatshould  not  lead  to 
investor  complacency.  A  number  of  factors 
suggestthat  volatility  could  soon  return 


China:  An  evilomen 

A  women  was  beaten  to  death  in  a 
branch  of  McDonald's  by  members  of 
an  illegal  religious  sect.  Authorities  are  now 
renewing  a  crackdown  on  these  "evil  cults" 
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Healthy  eating 

The  case  for  eating  steak  and  cream 


3  Daily  chart 

The  hidden  costof  Gangnam  Style 
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Beautiful  game,  dirty  business 

5  The  Economist  explains 

Why  US  soldiers  have  so  many  uniforms 


"A  huge  victory  for  democracy.  Money  can 't 
buy  elections  in  America!  As  Brat  put  it,  this 
wasn 't  David  vs.  Goliath,  it  was  David  vs. 
Rome.  All  ofRepublicandom  was  behind 
Cantor,  while  Tea  Party  groups  dismissed  the 
district  as  unwinnable.  The  bad  news?  Maybe 
democracy  isn  't  all  it's  cracked  up  to  be.  "—on 
"A  shocking  defeat",  June  llth  2014 
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Join  the  conversation  @EG_MgtThinking  #Euretailbanking 

europeanretailbanking.economist.com 


EUROPEAN  RETAIL  BANKING  2014 

UNLOCKING  COMPETITION  AND  UNLEASHING  DISRUPTION 


Join  150+  leading  authorities  in  the  retail  banking  arena, 
for  a  day  of  insightful  discussion  and  debate  on  October  30th 
at  The  Grosvenor  Marriot  Square,  London. 


The  forum  for  financial  leaders  with  an  appetite  for  di 

sruption 
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simotera  smart 

Special  discount  for  readers  of  The  Economist: 

Quote  'Econreader'  when  booking  online  and  save  20% 
on  the  standard  fee. 

20  Executive  Focus 


icddr,  b  O— 

Director,  Centre  for  Population 
and  Reproductive  Health 

Since  1978,  the  International  Centre  for  Diarrhoeal  Disease  Research, 
Bangladesh  (icddr.b)  has  shared  its  knowledge  with  the  world,  training 
more  than  27,000  health  professionals  from  over  78  countries.  Dedicated  to 
saving  lives  through  research  and  treatment,  icddr.b  addresses  some  of  the 
most  critical  health  concerns  facing  the  world  today, 

icddr.b  is  commencing  a  new  exciting  phase  in  its  history  by  making  the 
organisation  best  in  class  and  creating  a  new  operational  strategy  to  better 
and  more  efficiently  address  some  of  the  challenges  outlined  by  the  MDG's 
in  a  changing  world.  This  exciting  appointment  needs  an  individual  who  will 
lead  a  Centre  research  agenda  on  relevant  population  and  reproductive 
health  issues  including  his/her  own  research  programme  in  an  area  of 
relevance  to  the  Centre.  This  will  require  securing  research  funding,  both 
directly  by  the  Director  and  through  support  of  Centre  research  staff, 
requiring  capacity  development  and  mentoring  of  junior  scientists,  and 
guidance  on  strategic  directions  in  a  changing  research  environment. 

As  a  member  of  the  Leadership  Team,  the  Director  will  ensure  the  highest 
research  standards  within  icddr.b.  A  significant  task  will  be  managing  the 
longitudinal  health  and  demographic  surveillance  system  and  supporting 
the  studies  which  use  this  platform.  The  successful  candidate  will  be  a 
recognized  professional  with  Doctoral  degree  and  experience  in  managing 
demographic,  biomedical  or  epidemiological  studies  in  a  longitudinal 
surveillance  environment;  experience  managing  a  large  team  of  researchers; 
a  strong  publication  record  and  experience  translating  findings  into  national 
and  global  policy.  For  further  information  and  full  details  of  the  role  profile 
please  refer  to  www.icddrb.org  and  www.sri-executive.com 

Expressions  of  interest  together  with  a  full  CV  (MS  Word  format)  and 
supporting  statement  should  be  directed  in  confidence  to  SRI  Executive 
Search  (icddrb@sri-executive.com ). 

The  closing  date  for  receipt  of  applications  is  5pm  GMT,  June  27th,  2014 


ZZ  FRONTEX 


EXECUTIVE  DIRECTOR  FOR  FRONTEX 

THE  EUROPEAN  AGENCY  FOR  THE  MANAGEMENT  OF  OPERATION  COOPERATION  AT  THE 
EXTERNAL  BORDERS  OF  THE  MEMBER  STATES  OF  THE  EUROPEAN  UNION  (FRONTEX) 


Based  in  Warsaw  with  310  staff  and  an 
annual  budget  of  90  million  euro,  Frontex's 
mission  is  to  promote,  coordinate  and 
develop  European  border  management 
in  line  with  the  EU  fundamental  rights 
charter  applying  the  concept  of  Integrated 
Border  Management  Its  tasks  include  the 
coordination  of  joint  operations  by  Member 
States  at  pressure  points  on  the  EU's 
external  borders.  More  information  about 
Frontex  is  at  http://frontex.europa.eu/ 

The  Executive  Director  (Grade  AD  14)  will 
be  appointed  by  the  Agency's  Management 
Board  on  the  basis  of  a  shortlist  established 
by  the  European  Commission. 

Your  responsibilities 

■  Developing  and  achieving  the  Agency's 
strategic  objectives; 

■  Communicating  with  a  broad  range  of 
stakeholders; 

■  Day-to-day  management  of  the  Agency's 
staff  and  activities; 

■  Liaising  with  Member  States  and  the 
European  Institutions. 


Your  skills 

■  Solid  experience  preferably  in  border 
management,  or  else  migration  or  law 
enforcement; 

■  Ability  to  develop  an  overall  forward- 
looking  vision  for  the  Agency; 

■  Proven  administrative,  management  and 
communication  skills, 


APPLICATION/INFORMATION 

Please  consult  the  Official  Journal 
C  180  A  for  the  detailed  vacancy 
notice  as  well  as  the  eligibility  and 
selection  criteria. 

https://ec.europaeu/ 

dgs/human-resources/ 

seniormanagementvacancies/ 

CV_Encadext 

The  closing  date  for  registration  is 
14  July  2014,  12.00  CET. 


EXCITING  CAREER  OPPORTUNITIES  IN  TRADE 
&  REGIONAL  DEVELOPMENT 


TRADE 

MARK 


Growing  Prosperity  Through  Trade 


TradeMark  East  Africa  (TMEA)  is  funded  by  a  range  of  development  agencies  with  the  aim  of  growing  prosperity 
in  East  Africa  through  trade.  We  believe  that  enhanced  trade  contributes  to  economic  growth,  a  reduction  in 
poverty  and  subsequently  increased  prosperity.  TMEA  works  closely  with  East  African  Community  (EAC)  institutions, 
national  governments,  business  and  civil  society  organisations  to  increase  trade  by  unlocking  economic  potential 
through: 


•  Increased  market  access; 

•  Enhanced  trade  environment;  and 

•  Increased  product  competitiveness. 


Project  Manager  —  Lamu  Port 

Re- advertisement 


Our  client,  Kenya  Ports  Authority  (KPA)  is  a  statutory  body  under  the  Ministry  of  Transport  and  Infrastructure.  KPA 
was  established  by  an  Act  of  Parliament  in  1978  and  is  responsible  for  the  operation  and  management  of  the 
principal  Port  of  Mombasa,  all  other  scheduled  seaports  along  Kenya's  coastline.  Inland  Container  Depots  (ICDs)  in 
Nairobi  and  Kisumu,  and  Liaison  offices  in  Kampala  and  Kigali.  In  line  with  its  corporate  strategic  roadmap,  KPA 
is  focusing  on  among  other  areas;  capacity  expansion,  productivity  improvement,  growth  in  market  share  as  well 
as  safety  and  security. 


TMEA  has  its  headquarters  in  Nairobi  with  branches  in  Arusha,  Bujumbura,  Dar  es  Salaam,  Juba,  Kampala  and  Kigali. 


TMEA  VACANT  POSITIONS 


TMEA  is  seeking  to  recruit  high  calibre,  results-oriented  and  self-driven  experienced  professionals  to  join  our 
team  in  the  positions  listed  below. 

•  Director,  Private  Sector  &  Civil  Society 

•  Director,  ICT  forTrade  and  Transport  Facilitation 

•  Trade  Logistics  Director 

•  Programme  Manager,  Market  Development 

•  Programme  Manager,  Infrastructure 

•  Programme  Manager,  Ports 

•  Project  Manager,  Integrated  Customs  Management  System  (iCMS) 

•  Programme  Manager,  Customs  and  Integrated  Border  Management  (IBM) 

•  Port  Productivity  Adviser 

Detailed  job  profiles  for  these  posts  can  be  accessed  on  our  website  www.trademarkea.com 


APPLICATION  DETAILS 


These  positions  are  available  on  initial  2-year  contracts  with  attractive  salary  and  benefit  packages.  Please  send 
us  your  cover  letter  and  detailed  CV,  including  your  qualifications,  experience,  present  position  and  current 
remuneration.  Your  application  should  also  include  names  and  addresses  of  three  referees,  a  working  e-mail 
address  and  daytime  telephone  contacts.  The  forwarding  e-mail  and  cover  letter  must  clearly  indicate  the 
position  title  on  the  subject  line.  Please  apply  by  Friday,  4  July  2014  by  5.00pm  East  African  time  by  visiting 
our  website  www.trademarkea.com.  Interviews  will  be  conducted  in  August  2014. 

Please  note  that  we  can  only  accept  applications  received  on-line  through  our  website.  Applications 
received  after  the  deadline  time  and  date  will  not  be  accepted.  We  reserve  the  right  to  accept  or 
reject  any  application.  Only  short-listed  candidates  will  be  contacted. 

TradeMaric  East  Africa  is  an  equal  opportunity  employer  and  is  committed  to  open  and  transparent 

recruitment  processes. 


In  line  with  its  growth  and  expansion  strategy,  KPA  is  seeking  a  highly  organized,  analytical  and  self-driven  indi¬ 
vidual  to  fill  the  position  of  Project  Manager  for  its  Lamu  Port  Reporting  to  the  Head  of  Projects  Development 
and  Management  the  Project  Manager  will  oversee  a  team  of  consultants  supervising  the  works  on  site  and  will 
be  responsible  for  management  and  coordination  of  the  construction  of  the  first  three  berths  and  associated 
infrastructure  of  the  Lamu  Port. 

Key  responsibilities  will  include: 

•  Coordinate  all  activities  relating  to  the  construction  of  the  first  three  berths  and  associated  infrastructure  of 
the  Lamu  Port; 

•  Ensure  that  the  time  and  cost  budgets  are  adhered  to; 

•  Manage  all  contracts  and  ensure  any  contractual  disagreements  between  the  various  parties  are  addressed  in  a 
timely  manner; 

•  Ensure  that  all  set  standards  and  specifications  are  complied  with  and  met; 

•  Develop  and  submit  periodic  reports  to  KPA,  highlighting  important  milestones  and  events  within  agreed 
timelines;  and 

•  Ensure  all  statutory  governmental  requirements  are  complied  with. 

Skills  6  Attributes: 

•  Bachelors  of  Science  degree  in  civil  engineering  or  recognized  equivalent  qualification; 

•  Registration  with  a  professional  body; 

•  Minimum  post  graduate  experience  of  1 5  years  in  berths,  dredging  and/or  reclamation  works; 

•  Knowledge  of  and  experience  in  dispute  resolution  procedures;  and 

•  Experience  in  heavy  duty  pavement  yards,  building  and  road  works  would  be  an  added  advantage. 

If  you  believe  your  career  objectives  match  this  exciting  role,  please  submit  your  application  with  a  detailed  CV  stating 
your  current  position,  current  remuneration  level,  email,  telephone  contacts  and  the  reference  number  PMLP/05/14  to 
reach  us  on  or  before  27  June  2014  addressed  to: 

The  Director 

Executive  Selection  Division 
Deloitte  Consulting  Limited 
Deloitte  Place 
Muthangari 

P.O.  Box  40092  00100,  Nairobi,  Kenya 
Email:  esd@deloitte.co.ke 


KPA  is  an  Equal  opportunity  employer  and  all  qualified  candidates  are  encouraged  to  apply. 


Ddottte  refers  to  one  or  more  of  Dotottte  Touche  Tolvnalsu  Limited,  a  UK  private  company  limited  by  guarantee, 
and  Us  network  ol  member  llrms,  each  of  which  Is  a  legally  separate  and  Independent  entity.  Please  see 
www.ddoitte.com/about  lor  a  detailed  description  of  die  legal  structure  ol  Defoltte  Toudie  Tohmatsu  Umited  and 
Its  member  firms. 

C  2014  Ddollte  8  Touche 


Deloitte 
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UNITED  NATIONS  INDUSTRIAL  DEVELOPMENT  ORGANIZATION 


The  United  Nations  Industrial  Development  Organization  (UNIDO)  is  the  specialized  agency  of  the  United  Nations  that  pro¬ 
motes  industrial  development  for  poverty  reduction,  inclusive  globalization  and  environmental  sustainability.  The  mandate  of 
UNIDO  is  to  promote  and  accelerate  inclusive  and  sustainable  industrial  development  in  developing  countries  and  economies 
in  transition.  UNIDO  is  seeking  highly  qualified  candidates  with  a  commitment  to  the  core  values  of  the  Organization:  profes¬ 
sionalism,  integrity  and  respect  for  diversity. 

•  Director,  D-1,  Human  Resource  Management  Branch 

•  Director,  D-1,  Environmental  Management  Branch 

•  Chief,  P-5,  Buildings  Management  Services 

•  Human  Resource  Specialist,  P-4,  Staff  Services  and  Employee  Relations  Unit 

•  Industrial  Policy  Officer,  P-4  and  P-3,  Development  Policy,  Statistics  and  Research  Branch 

•  Industrial  Development  Analyst,  P-3,  Development  Policy,  Statistics  and  Research  Branch 

•  Industrial  Development  Officer,  P-3,  Development  Policy,  Statistics  and  Research  Branch 

•  Auditor/Inspector,  P-3,  Internal  Oversight  Services 

•  Executive  Officer,  P-3,  Office  of  the  Deputy  to  the  Director  General 

UNIDO  is  looking  for  talented  and  motivated  employees  who  will  contribute  to  the  success  of  the  Organization. 


Further  information  on  these  positions,  required  qualifications,  deadlines  and  information  on  the  application  process  can  be 

obtained  at  our  website: 

www.unido.org/employment 


unite  for 
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unicefl 


UNICEF  Deputy  Executive  Director, 
Field  Results  (ASG) 

Location:  New  York  Headquarters,  USA 
Closing  Date:  30  June  2014 


UNICEF  seeks  a  dynamic  leader  as  its  Deputy  Executive  Director,  Field  Results. 

On  behalf  of  and  with  the  Executive  Director,  the  incumbent  will: 

•  Oversee  the  performance  of  regional  offices,  and  through  regional  directors, 
country  office  performance  in  achieving  programmatic,  financial  and  related 
management  results. 

•  Enhance  interactions  of  other  Deputy  Executive  Directors  with  the  regional 
and  country  offices,  ensuring  consistency  of  policies  and  normative 
programme/operational  guidance. 

•  Lead  the  improvement  of  existing  systems  for  results-based  management  as  well 
as  timely  and  coordinated  communication  between  HQ  and  regional  offices. 

•  Coordinate  the  development  of  new  country  programme  models  to  match  the 
challenging  needs  of  countries  based  on  their  economic  and  social  development. 

•  Support  UNICEF's  engagement  with  key  institutions/entities  with  regional, 
multi-sectoral  roles. 

Person  Profile: 

•  Results-oriented  management  approach  with  strong  ability  to  improve  systems 
and  simplify  processes/flow  of  information. 

•  Excellent  organizational  skills,  combined  with  the  ability  to  succeed  in  a  complex 
multicultural/matrix  environment. 

•  Experience  in  oversight  of  programme  activities  and  management  of  risks 
and  financial/human  resources  at  a  global  level. 

Minimum  Requirements: 

•  Advanced  university  degree  in  international  development,  public  administration 
or  other  relevant  social  sciences. 

•  At  least  fifteen  years  of  progressively  responsible  professional  experience 
in  leadership  and  management,  including  but  not  limited  to  international 
organizations,  governments,  the  private  sector  and  NGOs. 

•  Fluency  in  English  is  required.  Knowledge  of  another  UN  language  an  asset. 

To  apply,  please  send  your  application,  including  a  United  Nations  Personal  History 

form  (available  at  our  web  site),  quoting  VN-14-005  to:  recruit.SSR@unicef.org 

Visit  us  at  www.unicef.org/about/employ 


The  Commonwealth 


Head  of  Health  &  Education  Unit 


£94,794  gross  pa  +  benefits  London 

Health  and  education  are  priority  areas  for  the  Commonwealth's  social 
development  programmes  and  a  specialised  unit  focusing  on  addressing 
poverty-related  health  diseases  and  addressing  education  challenges  has 
been  established. 


Providing  leadership  and  strategic  direction,  your  remit  is  to  develop,  manage 
and  deliver  programmes:  lead  and  co-ordinate  high-level  advisory  missions: 
and  represent  the  Secretariat  on  social  development  issues.  Also,  you  will  lead 
your  team  of  professional  and  support  staff. 

This  is  crucial  work  calling  for  a  sound  understanding  of  both  health  and 
education  issues  hindering  social  development;  a  minimum  of  eight  years' 
experience  at  leadership  and  management  level,  of  technical  and  development 
co-operation  programmes  including  the  development  and  implementation  of 
social  research,  policies  and  programmes,  pertaining  to  developing  countries, 
at  national,  regional  and  international  level.  Your  skills  in  quantitative  and 
qualitative  social  policy  research  as  well  as  comparative  social  and  economic 
analysis  will  also  be  crucial. 

All  this  should  be  supported  by  a  relevant  post-graduate  degree  with 
specialisation  in  policy  analysis,  social  sciences  or  related  discipline,  evidence 
of  successfully  managing  a  multi-disciplinary  team  and  familiarity  with  working 
in  complex  multicultural  and  intergovernmental  settings. 

We  work  with  our  53  member  governments  in  areas  of  economic,  social  and 
political  development.  We  do  so  by  providing  practical  technical  assistance, 
offering  thought  leadership  and  innovative  solutions,  and  advocacy.  As  we 
improve  the  wellbeing  of  2.2  billion  citizens,  60%  of  whom  are  under  30  years 
of  age,  so  we  give  you  the  opportunity  to  take  a  significant  step  in  your  career 
and  make  an  important  contribution  through  this  role. 

T o  apply,  please  visit  thecommonwealth.org/jobs 


The  closing  date  is  Monday  30  June  2014 
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Triumph  and  tragedy 


CHARLOTTE,  NORTH  CAROLINA  AND  WASHINGTON,  DC 

America’s  Republicans  are  a  big  success  and  a  worrying  mess 


THIS  should  be  a  good  year  for  Ameri¬ 
ca’s  Republicans.  The  gop  already 
holds  a  majority  of  the  state  legislatures 
that  divide  by  party  (27  to  the  Democrats’ 
17,  with  five  split  between  the  two  parties); 
a  majority  of  state  governorships  (29  red  to 
21  blue);  and  a  majority  in  the  House  of 
Representatives  (233  to  199).  It  could  in¬ 
crease  all  those  numbers  in  elections  this 
autumn  (see  chart  1  on  next  page),  and 
polls  suggest  that  it  is  more  likely  than  not 
to  take  control  of  the  Senate,  too.  If  that 
happens,  Republicans  will  control  every¬ 
thing  apart  from  the  house  ati6oo  Pennsyl¬ 
vania  Avenue. 

Yet  rather  than  planning  for  power,  Re¬ 
publicans  have  been  spending  the  prim¬ 
ary  season  attacking  each  other  with  vim 
and  vituperation.  The  June  10th  defeat  of 
Eric  Cantor,  the  majority  leader  in  the 
House  of  Representatives,  by  a  previously 
unknown  economics  professor,  David 
Brat,  is  far  and  away  the  most  striking  up¬ 
set;  but  though  Mr  Cantor  is  the  only  big 
name  to  have  fallen,  he  is  not  the  only  one 
to  have  been  attacked.  Mitch  McConnell, 
the  top  Republican  in  the  Senate,  shelled 
out  $nm  to  keep  opponents  from  his  own 
side  at  bay  in  Kentucky. 

Campaign  groups  spend  millions  of 
dollars  backing  one  Republican  against  an¬ 
other,  painting  their  opponents’  records  as 


either  crazy  or  craven.  Some  of  the  less 
high  profile  primary  contests  have  been 
strikingly  nasty:  in  Mississippi  supporters 
of  one  candidate  snuck  into  a  nursing 
home  to  photograph  the  wife  of  another, 
who  is  suffering  from  dementia. 

The  clearest  cause  of  the  fractiousness 
is  the  trauma  wrought  by  George  W.  Bush’s 
presidency.  The  Republican  Party  thought 
it  was  in  favour  of  smaller  government, 
sound  public  finances  and  a  muscular  mil¬ 
itary.  It  found  itself  presiding  over  an  in¬ 
crease  in  government  spending,  a  near 
doubling  of  the  national  debt,  a  financial 
crisis  and  the  return  of  thousands  of  body 
bags  from  wars  that  signally  failed  to  deliv¬ 
er  what  the  president  had  promised. 

Polygraph  primaries 

The  consequent  sense  of  betrayal  goes 
some  way  to  explaining  why  the  anger  Re¬ 
publican  activists  direct  at  Barack  Obama 
is  accompanied  by  an  equally  deep  suspi¬ 
cion  of  their  own  candidates.  At  a  recent 
rally  in  Charlotte,  North  Carolina,  a  couple 
spoke  for  many  when  they  said  that  they 
would  not  vote  for  the  apparently  main¬ 
stream  conservative  in  the  race  because 
they  had  “been  let  down  before”. 

This  distrust  turns  almost  every  prim¬ 
ary  into  something  like  a  lie-detector  test. 
The  candidates  all  say  broadly  the  same 


things,  calculated  to  please  the  base;  the 
voters  try  to  work  out  which  one  really 
means  it.  The  candidate  offering  the  high¬ 
est-proof  version  is  generally  referred  to  as 
representing  the  Tea  Party;  incumbents 
and  front-runners  are  taken  to  be  from  the 
establishment:  but  this  distinction  is  more 
a  matter  of  convenience  than  the  marker 
of  an  ideological  divide.  Mr  Cantor  voted 
with  his  strikingly  conservative  caucus 
95%  of  the  time. 

In  2012  this  approach  led  to  the  party 
fielding  a  number  of  Senate  candidates 
who,  though  acceptably  sincere  in  their 
commitment  to  the  line  the  base  wanted  to 
hear,  proved  unelectable.  This  year  that 
seems  to  have  happened  less.  But  if  the 
process  is  promoting  candidates  with 
some  prospect  of  success,  it  is  doing  little  to 
prepare  the  party  for  a  position  of  legisla¬ 
tive  power.  And  it  cannot  disguise  the  fact 
that  the  gop  has  yet  to  come  to  terms  with 
demographic  and  political  changes  that 
have  left  it  in  a  much  weaker  state  than  its 
position  in  statehouses,  governors’  man¬ 
sions  and  Congress  would  seem  to  imply. 

In  “The  Emerging  Republican  Major¬ 
ity”,  published  in  1969,  Kevin  Phillips  pre¬ 
dicted  that  Republicans  would  dominate 
presidential  elections  for  a  little  over  30 
years,  thanks  to  the  support  of  white, 
southern  conservatives.  If  you  accept  that 
the  success  of  (white,  southern)  Jimmy 
Carter  after  Watergate,  and  the  success  of 
(white,  southern)  Bill  Clinton  in  an  elec¬ 
tion  where  the  vote  was  split  by  Ross  Perot, 
were  against  the  run  of  play,  you  can  see 
the  merit  in  the  claim. 

Ronald  Reagan,  still  revered  by  Republi¬ 
cans,  showed  the  party  how  to  turn  the  de¬ 
mographic  advantage  Mr  Phillips  spoke  of  ►► 
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►  into  practical  politics.  His  strategy  de¬ 
pended  on  what  he  called  the  “three- 
legged  stool”  of  defence  hawks,  social  con¬ 
servatives  and  pro-business  types.  But 
George  W.  Bush’s  election  in  2004  looks 
like  the  last  time  that  the  stool  was  stable 
enough  to  sit  on;  today  its  legs  are  either 
wobbly  or  liable  to  snap  off  altogether. 

A  decade  of  wars  without  lasting  victo¬ 
ries  has  diminished  America’s  faith  in  the 
ability  of  its  troops  and  missiles  to  do  good 
around  the  world  and  left  it  unwilling  to 
fight  for  foreigners  it  sees  as  unappreciative 
of  its  efforts.  One  of  the  party’s  likely  can¬ 
didates  for  the  White  House  in  2016,  Rand 
Paul,  argues  that  “the  us  can  actually  be 
stronger  by  doing  less,”  a  line  that  will 
chime  with  the  majority  of  Americans 
who  told  pollsters  from  the  Pew  Research 
Centre  that  their  country  “should  mind  its 
own  business  internationally”. 

Three  of  a  kind  no  longer 

Many  Republicans  reject  Mr  Paul’s  views; 
the  party  has  not  turned  peacenik.  But  it  is 
no  longer  a  party  whose  supporters  can  be 
relied  on  to  endorse  the  use  of  force.  On 
Syria,  Iran  and  Ukraine,  Republican  voices 
have  been  the  most  vociferous  in  arguing 
for  a  show  of  strength  and  also  among  the 
loudest  arguing  against  any  American  in¬ 
volvement. 

Just  as  the  use  of  military  force  is  more 
open  to  question,  so  is  the  appetite  for 
spending  money  on  it.  In  2011,  when  the 
White  House  was  trying  to  find  an  escape 
from  a  damaging  debt-ceiling  crisis  engi¬ 
neered  by  House  Republicans,  its  negotia¬ 
tors  thought  that  threatening  cuts  to  the 
Department  of  Defence’s  budget  that  add¬ 
ed  up  to  $55  billion  a  year  from  2013  until 
2021  would  force  the  Republicans  into  ne¬ 
gotiating  a  deal.  It  didn’t.  Most  House  Re¬ 
publicans  no  longer  automatically  exempt 
the  military  from  their  conviction  that  gov¬ 
ernment  is  a  problem  to  be  cut  away. 

The  stool’s  social-conservative  leg  is 
v/obbling  as  well.  Religious  organisations 
like  the  Moral  Majority,  Focus  on  the  Fam¬ 
ily  and  the  Southern  Baptist  Convention 
were  once  among  the  most  reliable  allies 
of  the  Republican  Party,  helping  to 
strengthen  a  bond  between  it  and  work¬ 
ing-class  Americans  that  Democrats  found 
hard  to  break.  Evangelical  Christians  still 
lean  right,  but  their  churches  have  become 
more  wary  of  political  entanglements. 

Russell  Moore,  who  speaks  for  the 
Southern  Baptists,  says  evangelicals 
should  not  become  “mascots  for  any  politi¬ 
cal  faction”.  After  the  Supreme  Court 
struck  down  the  federal  Defence  of  Mar¬ 
riage  Act,  which  required  marriage  to  be 
between  a  man  and  a  woman,  in  June  2013, 
Mr  Moore  sent  leaflets  to  the  45,000 
churches  affiliated  with  the  Convention 
suggesting  that  Christians  should  “love 
your  gay  and  lesbian  neighbours”,  noting 
that  “they  are  not  part  of  an  evil  conspira- 
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cy”.  Focus  on  the  Family  says  it  has  proba¬ 
bly  lost  the  argument  on  gay  marriage. 
Opinion  polls  suggest  it  is  right:  public  sup¬ 
port  for  the  idea  has  increased  from  27%  in 
1996  to  54%  today. 

Hostility  to  abortion  still  motivates 
evangelicals  to  get  involved  in  politics,  as 
do,  to  a  much  lesser  extent,  such  causes  as 
the  need  to  fight  the  teaching  of  evolution 
in  schools.  But  the  culture  wars  have  taken 
their  toll  on  their  churches,  which  are  find- 
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ing  that  young  Americans  are  put  off  by  too 
much  emphasis  on  these  issues.  Evangeli¬ 
cal  Protestants  are  not  about  to  move  to¬ 
wards  the  Democrats  en  masse.  But  dimin¬ 
ished  numbers  and  a  diminished  appetite 
for  party  politics  have  drawn  energy  from 
a  movement  that  once  drove  the  gop.  The 
party  remains  wedded  to  many  of  the  reli¬ 
gious  right’s  strong  positions.  But  it  no  lon¬ 
ger  benefits  from  the  religious  right’s 
strength  to  the  extent  that  once  it  did. 

In  place  of  policies 

Leg  number  three-that  of  the  pro-business 
types-is  also  coming  adrift.  Immigration 
is  the  dominant  issue.  Tom  Donohue,  pres¬ 
ident  of  the  Chamber  of  Commerce,  a  busi¬ 
ness  lobby,  recently  said  that  unless  the 
party  can  get  its  act  together  on  immigra¬ 
tion  reform  it  “shouldn’t  bother  to  run  a 
candidate  in  2016”.  But  parts  of  the  base  are 
implacable  on  the  subject;  immigration 
was  a  big  factor  in  Mr  Cantor’s  downfall, 
backed  up  by  a  feeling  that  he  was  too  close 
to  Wall  Street. 

It  is  not  the  only  issue  on  which  big 
companies  do  not  see  eye  to  eye  with  a 
substantial  fraction  of  the  gop.  Many  Re¬ 
publicans  would  like  to  shrink  the  govern¬ 
ment  by  any  means  necessary,  even  if  that 
means  shutting  it  down,  and  rail  against 
corporate  welfare  for  big  companies. 

Those  aligned  with  big  business  would 
like  congressional  Republicans  to  stop  trig¬ 
gering  crises  that  call  the  country’s  credit 
into  question,  to  find  money  to  upgrade 
America’s  infrastructure  and  to  make  a 
concerted  push  to  raise  standards  in  educa¬ 
tion.  At  a  conference  held  at  Harvard  Busi¬ 
ness  School  in  March  a  panoply  of  cor¬ 
porate  bigwigs  complained  about 
Congress’s  unwillingness  to  invest  in 
things  that  would  boost  competitiveness. 

An  exasperated  Gerald  Storch,  once  boss 
of  Toys  “R”  Us,  told  the  gathering  that  he 
had  counted  1,273  potholes  on  his  way 
from  New  Jersey  to  Boston. 

With  its  three  mainstays  weakened,  the 
party  has  rallied  around  a  new  set  of  ideas. 

At  their  core  is  the  belief  that  no  tax  in¬ 
crease  is  ever  acceptable.  Grover  Norquist 
of  Americans  for  Tax  Reform  notes  delight¬ 
edly  that,  though  not  every  congressional 
Republican  has  signed  the  pledge  he  pro¬ 
motes  not  to  raise  taxes,  as  a  group  they  re¬ 
main  allergic  to  all  such  increases.  Net  cuts 
in  the  size  of  government  are  a  matter  of 
universal  agreement  too.  The  Club  for 
Growth,  an  influential  campaign  group, 
scores  congressional  votes  on  whether 
they  are  likely  to  shrink  government  and 
provides  campaign  finance  for  challengers 
to  Republican  incumbents  who  have 
strayed  from  the  path.  Chris  Chocola,  the 
former  businessman  who  runs  it,  explains 
that  he  realised  the  need  to  discipline  his 
own  side  when  he  was  sitting  in  the  House 
of  Representatives.  Mr  Chocola  saw  col¬ 
leagues  all  around  him  who  were  too  ►► 
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I  Changing  a  nation 
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►  afraid  of  losing  their  seats  to  cut  govern¬ 
ment  programmes.  What  they  needed,  he 
reasoned,  was  a  counterbalancing  fear  that 
they  would  lose  their  jobs  if  they  did  not. 

In  addition  to  opposing  any  new  taxes 
and  trying  to  shrink  the  government,  the 
dehydrated  form  of  conservatism  es¬ 
poused  by  the  primary-swinging  part  of 
the  base  is  characterised  by  a  fervent  oppo¬ 
sition  to  immigration,  a  staunch  defence  of 
the  rights  of  gun  owners,  a  desire  to  restrict 
the  reproductive  rights  of  women,  a  re¬ 
markable  refusal  to  countenance  the  need 
for  any  sort  of  climate  policy,  a  suspicion  of 
the  Federal  Reserve  and  an  atavistic  vener¬ 
ation  of  the  constitution.  Tea  Party  meet¬ 
ings  often  involve  invitations  to  read  the 
constitution  together;  Republican  lawmak¬ 
ers  are  fond  of  flourishing  pocket-sized 
copies  when  making  speeches.  These  are 
not  policies  so  much  as  tribal  markings 
which  have  to  be  shared  by  almost  every 
gop  candidate.  Senator  McConnell,  the 
embodiment  of  what  is  often  referred  to  as 
the  Republican  establishment,  made  the 
need  to  ban  the  abortion  of  foetuses  older 
than  20  weeks  a  theme  of  his  primary  cam¬ 
paign.  At  a  conservative  conference  in 
March  he  waved  a  musket  above  his  head 
with  a  poignant  lack  of  swagger. 

In  their  hearts  they  know  he’s  right 

None  of  the  party’s  six  post-war  presidents 
would  have  passed  the  tests  set  on  the 
scorecards  of  the  anti-tax  groups,  and  they 
would  often  have  fallen  below  today’s 
standards  for  purity  in  other  regards.  For  all 
the  party’s  adoration  of  Reagan,  he  broad¬ 
ened  the  tax  base  and  left  office  with  a  tax 
take,  measured  as  a  share  of  gdp,  above  to¬ 
day’s.  But  part  of  the  reason  that  Republi¬ 
cans  have  retreated  from  policies  that 
could  be  developed,  argued  and  even  com¬ 
promised  over  to  shibboleths  which  can 
only  be  sustained  or  betrayed  is  that  its  ear¬ 
lier  leaders  delivered  much  of  what  the 
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conservative  movement  originally  set  out 
to  achieve. 

The  ideas  Barry  Goldwater  set  forth  in 
“The  Conscience  of  a  Conservative”  led  to 
him  losing  44  of  the  50  states  in  the  1964 
presidential  election,  and  some  have  not 
stood  the  test  of  time;  he  opposed  the  Civil 
Rights  Act  on  the  grounds  that  it  dealt  with 
things  that  ought  properly  to  be  decided  by 
states,  and  thought  welfare  should  be  a 
concern  of  private  citizens  rather  than  the 
government.  But  it  is  striking  how  much  of 
what  the  candidate  wanted  the  country 
eventually  got. 

Goldwater  wanted  less  power  for  la¬ 
bour  unions  in  the  private  sector:  they 
have  duly  shed  membership.  He  wanted  a 
reduction  in  taxes:  the  top  rate  of  income 
tax,  91%  in  i960,  is  down  to  40%  now.  He 
wanted  farm  production  quotas  removed, 
and  they  have  been  greatly  reduced.  And 
he  wanted  a  build-up  of  military  force  to 
face  down  the  Soviet  Union,  a  policy  that 
met  with  such  success  that  the  Soviet  Un¬ 
ion  ceased  to  be. 

Yet  these  victories  often  seem  invisible 
to  the  people  whose  predecessors  won 
them.  “I  know  many  of  you  are  increasing¬ 
ly  scared  that  maybe  we  have  lost  or  are 
losing  our  country,”  Marco  Rubio,  a  Florida 
senator,  told  a  meeting  of  social  conserva¬ 
tives  in  October  2013.  One  cause  of  this  dis¬ 
sonance  has  been  that  the  conservative 
movement  was  much  more  successful  at 
reshaping  the  economy  than  remaking 
society.  And  the  world  that  Mr  Phillips 
foresaw  is  passing  (see  chart  2).  Republi¬ 
cans  find  themselves  shunned  by  two  im¬ 
portant  groups  that  can  decide  elections: 
Hispanics  and  unmarried  women. 

The  positions  the  party  takes  in  state 
legislatures  look  unlikely  to  succeed  in 
reaching  out  to  these  groups.  In  North  Car¬ 
olina,  where  the  party  won  the  statehouse 
in  2010  for  the  first  time  in  more  than  a  cen¬ 
tury,  it  has  moved  to  restrict  abortion  and 
passed  a  law  restricting  the  types  of  identi¬ 
fication  accepted  at  polling  stations,  a  mea¬ 
sure  which  will  probably  depress  turnout 
among  the  poor  and  black.  It  has  also 
passed  a  ban  on  sharia  law-a  brave  reme¬ 
dy  to  a  non-existent  problem  that  has  re¬ 
cently  exercised  a  number  of  state  legisla¬ 
tures.  Thom  Tillis,  who  presided  over  the 
legislative  agenda,  won  the  Republican 
primary  to  stand  for  the  Senate  in  Novem¬ 
ber.  He  spent  much  of  the  campaign  de¬ 
fending  himself  against  accusations  that 
he  was  an  establishment  sell-out. 

This  combination  of  often  frivolous 
lawmaking  and  fractious  lawmakers 
might  not  seem  a  winning  recipe.  But  the 
gop  is  riding  high.  Expectations  of  success 
in  November  depend  in  part  on  a  turnout 
even  lower  than  that  of  the  2010  mid-terms 
which  gave  Republicans  control  of  the 
House.  At  the  same  time,  being  a  vessel  for 
discontent  is  not  a  bad  strategy  in  a  coun¬ 
try  still  feeling  the  effects  of  a  financial  cri- 
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sis,  one  where  median  wages  are  stuck, 
workers  are  tumbling  out  of  the  labour 
market  and  the  president’s  greatest  legisla¬ 
tive  achievement  is  an  unpopular  reform 
to  health  care.  Pollsters  once  set  great  store 
by  the  question  of  whether  the  country  is 
on  the  right  or  the  wrong  track,  but  this  has 
lately  lost  some  of  its  predictive  power: 
Gallup  has  been  finding  a  majority  of 
Americans  dissatisfied  with  the  direction 
of  travel  all  through  the  past  decade. 

If  the  party  channels  this  dissatisfaction 
into  a  senate  victory  in  November  it  will 
put  on  a  triumphant  face,  no  matter  what 
the  disarray  backstage.  But  it  will  also  be 
faced  by  a  serious  problem:  what  to  do 
with  the  government  it  will  be  much  closer 
to  controlling? 

It  is  not  that  Republican  government 
cannot  provide  success.  Texas  has  had  a  Re¬ 
publican  governor  and  a  Republican  legis¬ 
lature  for  more  than  a  decade,  and  the 
party  has  made  a  success  of  its  low  tax, 
small  government  model.  The  shale-gas 
boom  has  helped,  but  so  too  has  a  friendli¬ 
ness  to  companies:  Toyota  is  only  the  latest 
to  move  its  headquarters  there.  The  state 
has  comfortably  led  the  country  in  job  cre¬ 
ation.  If  it  can  do  this  despite  having  a  Re¬ 
publican  Party  base  that  puts  things  like  ac¬ 
cess  to  “reparative  therapy”  for 
straightening  out  gay  people  in  its  plat¬ 
form,  perhaps  the  beliefs  Republican  can¬ 
didates  are  required  to  espouse  around  the 
country  are  not  an  insurmountable  obsta¬ 
cle  to  good  governance.  Republican  state 
governors,  a  more  adventurous  bunch 
than  their  colleagues  in  Washington,  have 
many  good  ideas;  some  of  their  colleagues 
in  Washington  are  interested  in  develop¬ 
ing  them. 

But  the  need  to  placate  the  base  will  not 
go  away.  And  Mr  Cantor’s  defeat  makes  it 
more  likely  than  ever  that  his  colleagues 
will  adopt  a  defensive  crouch.  This  would 
be  a  mistake.  It  may  be  hard  to  govern 
while  pleasing  a  movement  that  looks 
down  on  government.  But  the  cost  of  not 
governing  is  high,  too.  ■ 
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Chicago 

Rahmbo’s  toughest  mission 


CHICAGO 

Can  Rahm  Emanuel  save  Chicago  from  financial  calamity? 


IN  WASHINGTON,  DC,  Rahm  Emanuel 
had  such  a  tough-guy  reputation  that 
people  called  him  “Rahmbo”.  Now  the  for¬ 
mer  White  House  enforcer,  who  has  been 
mayor  of  Chicago  since  2011,  faces  a  chal¬ 
lenge  as  hard  as  any  he  met  in  the  nation’s 
capital. 

After  years  of  overpromising  and  un¬ 
derfunding,  Chicago  has  the  worst  pen¬ 
sion  gap  of  any  big  American  city  (see 
chart  1).  Its  debts  are  rising  even  as  its  pop¬ 
ulation  shrinks  (see  chart  2  on  next  page). 
Rahmbo’s  mission  is  to  save  Chicago  from 
financial  ruin.  Unlike  previous  mayors,  he 
is  trying.  It  is  not  making  him  popular. 

On  June  9th  Mr  Emanuel  won  a  modest 
but  encouraging  victory  when  the  gover¬ 
nor  of  Illinois,  Pat  Quinn,  signed  a  pension- 
reform  bill  the  mayor  had  championed.  It 
covers  61,000  city-government  workers 
and  retirees,  out  of  a  total  of  nearly 
100,000.  It  will  hurt:  employees  must  chip 
in  29%  more  for  a  smaller  pension,  though 
the  retirement  age  will  not  be  raised.  Tax¬ 
payers,  meanwhile,  must  stump  up  an  ex¬ 
tra  $5om  a  year  for  the  next  five  years. 

Some  unions  say  they  will  sue  to  block 
the  reform.  Even  if  the  bill  survives,  Mr 
Emanuel’s  hardest  tasks  lie  ahead.  He  still 
has  to  complete  a  deal  with  Chicago’s 
teachers.  (The  boss  of  the  teachers’  union, 
Karen  Lewis,  has  called  his  reforms 
“theft”.)  Most  difficult  of  all,  he  must  deal 
with  the  police  and  firefighters.  He  will 


have  to  move  quickly.  He  faces  an  election 
in  February  2015;  and  in  a  recent  poll  only 
29%  of  voters  said  they  would  support 
him.  It’s  enough  to  make  a  man  curse¬ 
something  Mr  Emanuel  does  often.  He 
once  said  “Fuck  you”  to  Ms  Lewis. 

The  two  best-known  mayors  in  Ameri¬ 
ca,  Mr  Emanuel  and  New  York’s  Bill  de  Bla- 
sio,  are  both  Democrats  and  both  face  long¬ 
term  fiscal  ills  (though  Chicago’s  are  far 
graver).  Mr  de  Blasio’s  approach  is  to  give 
city  workers  huge  backdated  pay  hikes  and 
hope  that  Wall  Street,  which  pays  the  bills, 
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never  has  a  bad  year.  Mr  Emanuel’s  ap¬ 
proach  is  to  try  to  make  government  leaner 
and  more  effective,  while  spreading  the 
pain  between  public  workers  and  taxpay¬ 
ers.  It  will  be  interesting  to  see  which  ap¬ 
proach  works  better. 

Mr  Emanuel  has  a  long  record  of  getting 
things  done.  As  a  young  man,  he  went  to 
work  for  Bill  Clinton’s  first  presidential 
campaign.  A  Chicago  native,  he  descended 
on  Little  Rock,  Arkansas  “like  a  tornado,  be¬ 
rating  local  advisers  and  fundraisers  for 
their  small-town  ways,”  writes  Kari  Lyder- 
sen,  a  hostile  biographer.  “He  once  jumped 
on  a  table  to  lecture  the  staff  for  forty-five 
minutes  about  their  practice  of  not  work¬ 
ing  on  Sundays  and  other  failings.” 

Mr  Clinton  thought  he  was  terrific.  “I 
liked  him  because  our  campaign  was 
broke  and  he  was  a  genius  at  raising  mon¬ 
ey,”  he  told  the  Chicago  Sun-Times,  adding: 

“I  liked  him  because  people  said  I  was  too 
young  to  run  for  president  and  I  was  too 
ambitious  and  Rahm  made  me  look  laid- 
back  and  passive.” 

As  a  staffer  in  the  Clinton  White  House, 
Mr  Emanuel  bullied  lawmakers  into  pass¬ 
ing  big  reforms,  including  the  North  Amer¬ 
ican  Free-Trade  Agreement  of  1994,  after 
which  trade  between  Mexico  and  the  Un¬ 
ited  States  soared  more  than  sixfold;  and 
welfare  reform,  which  nudged  millions  of 
Americans  off  the  dole  and  into  jobs. 

As  a  member  of  Congress  from  2003- 
2009,  he  helped  orchestrate  the  Demo¬ 
crats’  thumping  electoral  victory  in  2006. 
His  strategy  of  running  more  conservative 
candidates  in  swing  districts  outraged  the 
Left-but  it  worked.  For  two  years  he  was 
Barack  Obama’s  chief  of  staff,  helping  to 
pass  Obamacare. 

When  he  ran  for  mayor,  the  approval  of 
two  Democratic  presidents  counted  for  a 
lot.  Some  people  even  liked  the  sound  of  ►► 
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►  his  abrasive  personality.  “Many  of  us  will 
take  an  ass-kicker  who  gets  results  over  a 
cautious  consensus-builder  any  day  of  the 
week.  That’s  why  Chicago  voters  picked 
Rahm  Emanuel,”  wrote  Kristen  McQueary 
in  the  Chicago  Tribune  last  month.  “The 
strutting.  The  finger-pointing.  The  swear¬ 
ing.  Come  on.  We  loved  it.”  But  no  longer,  it 
seems.  Only  one  voter  in  five  now  thinks 
he  is  doing  a  better  job  than  his  predeces¬ 
sor,  Richard  Daley.  Ms  McQueary  thinks 
the  problem  is  that  “his  audacity  exceeds 
his  accomplishments.” 

Dirty  mouth,  clean  government 

That  is  unfair.  Mr  Emafiuel  has  been  tire¬ 
less— he  gets  up  at  5.30am  each  day-and  ef¬ 
fective.  He  has  tackled  the  old  Chicago  sys¬ 
tem  of  patronage.  This  month,  a  judge  may 
rule  that  City  Hall’s  hiring  no  longer  needs 
the  federal  oversight  imposed  on  Mr  Da¬ 
ley’s  watch.  Downtown  is  booming:  its 
population,  unlike  the  city’s,  grew  36%  be¬ 
tween  2000  and  2010.  Companies  such  as 
Motorola  Mobility  and  United  Airlines 
have  decamped  from  the  suburbs  to  the 
city  centre.  The  number  of  domestic  tour¬ 
ists  has  jumped  from  38m  in  2010  to  47m  in 
2013.  Rubbish  collection,  previously  con¬ 
trolled  by  individual  aldermen  (city  coun¬ 
cil  members)  in  their  respective  wards,  has 
been  put  onto  a  more  rational  grid-based 
system  and  partly  privatised. 

Mr  Emanuel  is  fond  of  data  and  recep¬ 
tive  to  new  ideas.  Kimbal  Musk,  an  entre¬ 
preneur,  recalls  showing  the  mayor  his  de¬ 
signs  for  school  “learning  gardens”  (places 
where  pupils  look  at  plants  and  learn 
about  biology,  among  other  things).  Mr 
Emanuel  turned  to  him  and  said:  “That  is 
better  than  what  I  was  going  to  do.  This  is 
now  my  plan.”  Since  then  100  gardens 
have  been  installed  in  Chicago’s  schools. 

More  broadly,  Mr  Emanuel  has  pepped 
up  education.  He  demanded  merit  pay  for 
teachers  and  a  longer  school  day  (Chica¬ 
go’s  was  only  5  hours  45  minutes).  Teachers 
duly  went  on  strike  in  2012.  In  the  end,  Mr 
Emanuel  got  the  longer  day,  adding  2.5 
years  to  each  child’s  schooling  between 
ldndergarten  and  high  school,  but  the  un¬ 
ions  kept  their  seniority-based  pay  system. 


He  closed  50  schools  last  year:  largely 
bad,  half-empty  ones  in  depopulated 
neighbourhoods.  He  ploughed  more  than 
$200m  of  savings  into  other  schools.  He 
has  also  pushed  for  more  charter  (publicly- 
funded  but  independently  run)  schools, 
more  accountability  for  teachers  and  more 
schooling  for  toddlers.  Many  parents  were 
deeply  upset  about  the  closures.  In  some 
poor,  black  neighbourhoods,  teaching  was 
one  of  the  few  middle-class  jobs. 

Yet  there  are  signs  that,  overall,  the  city’s 
schools  are  on  the  right  track  (see  chart  3). 
The  graduation  rate  rose  from  58%  in  2011  to 
65%  in  2013.  Moreover,  Mr  Emanuel  has 
made  a  hefty  investment  to  improve  the 
city’s  awful  community  colleges.  Before 
his  arrival,  only  7%  of  first-time,  full-time 
students  graduated.  After  a  reorganisation, 
they  now  focus  more  on  teaching  skills 
that  local  businesses  need,  and  the  gradua¬ 
tion  rate  is  expected  to  have  hit  13%  in  2013. 

Mr  Emanuel’s  record  on  crime  is  weak¬ 
er.  In  2012  Chicago  saw  more  than  500 
murders,  up  from  435  in  2011.  In  2013  the  of¬ 
ficial  rate  fell  to  415,  but  some  people  think 
the  figures  were  massaged.  Chicago  maga¬ 
zine  cited  at  least  ten  deaths  that  looked 
like  murder  but  had  been  classified  as 
something  else,  including  one  of  a  young 
woman  whose  body  was  found  bound 
and  gagged  in  an  abandoned  warehouse. 

After  a  slow  start,  the  mayor  is  devoting 
more  attention  to  crime.  New  strategies  in¬ 
clude  schemes  for  keeping  kids  in  school 
and  increasing  the  number  of  summer 
jobs.  A  new  programme  called  “Becoming 
a  Man”  helps  boys  to  develop  social  skills, 
such  as  how  to  resolve  disagreements 
without  violence. 

None  of  Mr  Emanuel’s  reforms  will 
count  for  much  if  he  cannot  get  the  city’s  fi¬ 
nances  under  control,  however.  Like  De¬ 
troit,  Chicago  has  been  losing  people  but 
spending  as  if  they  were  still  there  paying 
taxes.  Its  population  is  down  from  3.6m  in 
1950  to  2.7m;  some  200,000  people  left  in 
the  first  decade  of  the  new  millennium. 
The  city  ran  a  structural  budget  deficit  for 
each  of  the  ten  years  before  Mr  Emanuel 
became  mayor,  according  to  the  Civic  Fed¬ 
eration,  a  watchdog,  and  plugged  the  gap 
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with  one-off  sources  of  cash,  such  as  the  $1 
billion  Mr  Daley  raised  by  selling  the  right 
to  collect  parking  fees  until  2084.  The  defi¬ 
cit  in  2011  was  estimated  as  $655m-about 
11%  of  the  budget.  Chicago’s  credit  ratings 
have  fallen  to  a  few  notches  above  junk. 

And  pensions  for  public  workers  are  a 
time  bomb,  says  Laurence  Msall  of  the  Civ¬ 
ic  Federation.  Only  35%  of  the  necessary 
cash  has  been  set  aside  to  pay  for  pensions 
already  accrued,  according  to  actuaries. 
The  total  unfunded  liability  is  about  $20 
billion,  more  than  five  times  the  city’s  oper¬ 
ating  budget.  A  state  law  passed  before  Mr 
Emanuel  was  elected  requires  the  city  to 
stump  up  an  extra  $6oom  next  year  for  po¬ 
lice  and  firefighters’  pensions.  If  the  pro¬ 
blem  is  not  dealt  with,  the  city  faces  further 
credit  downgrades  and  a  savage  cash 
crunch. 

Let’s  not  be  Detroit 

Unions  say  the  answer  is  for  the  city  to  bor¬ 
row  more,  raise  taxes  and  slap  a  levy  on  fi¬ 
nancial  transactions.  This  is  not  a  realistic 
cure.  A  75%  increase  in  property  taxes 
would  cover  the  police  and  firefighters’ 
pensions  and  little  else,  says  Mr  Msall.  The 
city  will  probably  do  a  bit  of  everything: 
raise  taxes,  trim  services  and  curb  pension 
benefits.  Asking  citizens  to  pay  more  for 
less  is  risky,  however;  it  didn’t  work  out  in 
Detroit.  People  and  businesses  are  mobile. 

Mr  Emanuel  described  his  first  budget 
as  “honest”-a  novelty  in  the  Windy  City. 
He  found  $417111  from  redundancies, 
spending  cuts,  better  debt  collection  and 
other  reforms  including  consolidations  of 
police  and  fire  departments.  Cuts  to  librar¬ 
ies  and  mental-health  services  were  espe¬ 
cially  unpopular.  He  also  raised  fees,  fines 
and  rates  but  steered  clear  of  property-  and 
sales-tax  increases. 

To  finish  what  he  started,  Mr  Emanuel 
must  win  re-election.  By  rubbing  Chicago’s 
nose  in  reality,  he  has  created  a  lot  of  ene¬ 
mies.  The  left  calls  him  “Mayor  1%”  for  his 
supposed  love  of  the  rich  and  disregard  for 
everyone  else.  “I  don’t  really  like  him,  he 
does  not  do  much  for  the  city,”  says  Tra- 
landa  Carter,  a  shopper  at  Nordstrom.  He  is 
certainly  less  affable  than  Mr  Daley,  who 
seemed  to  know  everyone’s  name  (and  sat 
atop  a  machine  that  for  decades  doled  out 
jobs,  contracts  and  favours  for  campaign 
contributions,  loyalty  and  votes.) 

Mr  Emanuel’s  most  credible  challenger 
is  Toni  Preckwinkle,  the  president  of  Cook 
County’s  board.  If  she  runs,  Mr  Emanuel 
will  have  a  fight  on  his  hands.  However,  he 
has  $7m  in  his  campaign  chest  already, 
which  may  be  enough  to  scare  off  serious 
rivals. 

In  one  of  the  “Rambo”  films,  the  mus¬ 
cle-bound  hero  has  to  shoot  down  a  Rus¬ 
sian  helicopter-gunship  with  only  a  bow 
and  explosive-tipped  arrow.  Mr  Emanuel’s 
mission  is  less  improbable  than  that;  but 
only  somewhat.  ■ 
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Teacher  tenure 

Brown  v  Board, 
the  sequel 

CHICAGO  AND  LOS  ANGELES 

A  stunning  defeat  for  teachers’  unions 
in  California 

A  TEACHER  in  California  has  a  one  in 
125,000  chance  each  year  of  being 
sacked  for  incompetence.  In  this  respect, 
Californian  teachers’  jobs  are  about  3,750 
times  more  secure  than  those  of  private- 
sector  workers.  Contracts  make  it  almost 
impossible  to  fire  duds.  And  if  a  dwindling 
population  or  tight  budget  means  lay-offs 
are  necessary,  schools  are  forced  to  fire  the 
newest  teachers  rather  than  the  worst 
ones.  The  system  is  hardly  designed  to  fos¬ 
ter  excellence. 

Lousy  teachers  hurt  children.  Pupils  as¬ 
signed  to  better  teachers  are  more  likely  to 
go  to  university  and  earn  good  wages;  girls 
are  less  likely  to  fall  pregnant,  according  to 
a  National  Bureau  of  Economic  Research 
study  published  in  2011.  Bill  Gates  once 
noted  that  if  every  child  had  maths  teach¬ 
ers  as  good  as  those  in  the  top  quartile,  the 
achievement  gap  between  America  and 
Asia  would  vanish  in  two  years. 

Studies  have  repeatedly  shown  that 
teacher  quality  is  more  important  than 
class  size,  income  level  or  access  to  high- 
tech  wizardry.  Eighteen  states  and  Wash¬ 
ington,  d  c  now  require  tenure  decisions  to 
be  “informed”  by  measures  of  whether  a 
teacher  is  any  good.  And  in  23  states  teach¬ 
ers  can  now  be  sacked  if  their  evaluations 
are  unsatisfactory. 

Until  this  week  California’s  unions  had 
successfully  thwarted  reform.  Teachers  in 
the  Golden  State  received  tenure  after  less 
than  two  years  on  the  job;  firing  bad  ones 
was  so  costly  and  arduous  that  school  dis¬ 
tricts  rarely  tried.  But  thanks  to  a  lawsuit 
brought  by  Students  Matter,  an  advocacy 
group  formed  by  David  Welch,  a  telecoms 
millionaire,  this  may  now  change.  On  June 
10th  Mr  Welch,  helped  by  some  expensive 
lawyers,  won  a  stunning  victory  in  a  case 
he  had  brought  against  five  state  laws  go¬ 
verning  the  hiring  and  firing  of  teachers. 

The  lawsuit,  issued  on  behalf  of  nine 
schoolchildren,  concentrated  on  three  ar¬ 
eas:  teacher  tenure,  dismissal  procedures 
and  seniority  rules.  The  plaintiffs  argued 
that  the  laws  allowed  grossly  ineffective 
teachers  to  remain  in  their  jobs,  and  that 
such  teachers  were  disproportionately  to 
be  found  in  poor  and  non-white  areas. 
Judge  Rolf  Treu  struck  down  all  five  laws, 
saying  they  violated  constitutionally  guar¬ 
anteed  rights  to  equal  education.  “The  evi¬ 
dence  is  compelling,”  he  wrote.  “Indeed,  it 
shocks  the  conscience.” 

The  ruling  was  stayed  pending  an  ap¬ 
peal,  which  could  take  years.  Meanwhile 


I  hear  my  teacher  can  now  be  sacked 


California’s  legislators  must  think  about 
how  to  replace  the  fallen  laws,  if  at  all; 
some  reformers  argue  that  the  protections 
afforded  to  other  public-sector  workers  are 
good  enough  for  teachers.  Unions  protest 
that  teachers  may  now  be  fired  on  unrea¬ 
sonable  grounds,  orthat  experienced  ones, 
who  cost  more,  will  be  laid  off  first.  They 
have  also  criticised  the  circumvention  of 
the  legislative  process;  but  Mr  Welch  has 
said  he  felt  obliged  to  use  the  courts  after 
watching  union-backed  Democrats  repeat¬ 
edly  block  reform.  California’s  governor, 
one  of  those  against  whom  the  case  was 
originally  brought,  has  yet  to  comment. 

The  case  highlights  a  new  tactic  of  edu¬ 
cation  reformers:  framing  their  case  as  a 
defence  of  children’s  civil  rights,  not  an  at¬ 
tack  on  teachers.  In  April  John  Deasy,  the 
Los  A  ngeles  schools  chief  and  a  witness  for 
Students  Matter,  compared  the  denial  of 
adequate  education  to  ethnic-minority 
children  to  the  refusal  of  cafes  to  serve  cof¬ 
fee  to  black  students  over  50  years  ago.  So 
reformers  will  have  been  gratified  to  see 
Mr  Treu  open  his  ruling  by  quoting  from 
Brown  v  Board  of  Education,  the  Supreme 
Court  case  that  ordered  the  desegregation 
of  American  schools. 

This  decision  is  one  for  the  history 
books,  says  the  National  Council  on  Teach¬ 
er  Quality,  a  reformist  group.  Arne  Dun¬ 
can,  the  education  secretary,  and  Jeb  Bush, 
a  Republican  bigwig,  issued  statements  of 
support.  Even  Mr  Welch’s  legal  team 
sounded  surprised  at  the  scale  of  their  vic¬ 
tory.  The  broad  sweep  of  Mr  Treu’s  verdict, 
and  the  stridency  of  his  language,  means  it 
will  resonate  well  beyond  California.  Mr 
Welch  has  hinted  at  interventions  else¬ 
where,  and  other  reformers  will  take  heart 
from  his  success;  look  in  particular  to  Con¬ 
necticut,  New  Jersey  and  New  York.  ■ 


Health-care  jobs 

The  drugs  wear  off 


WASHINGTON,  DC 

Public  and  private  austerity  takes  its  toll 
on  health-care  workers 

RUNAWAY  health-care  spending  has 
one  silver  lining:  it  generates  millions 
of  jobs  for  doctors,  nurses  and  medical  or¬ 
derlies.  Employment  at  doctors’  offices, 
nursing  homes  and  hospitals  grew  steadily 
throughout  the  recession  even  as  it  crater¬ 
ed  everywhere  else  (see  chart). 

But  a  few  years  ago  health  spending  be¬ 
gan  to  slow  and  now,  with  a  lag,  so  have 
the  jobs.  Health-care  employment  grew 
only  1.8%  in  the  past  12  months,  including  a 
bump  up  in  May.  Pay  has  also  suffered: 
hourly  health-care  wages  rose  just  1.2%  in 
the  year  through  May,  barely  half  as  fast  as 
total  private-sector  wages.  Last  year  health 
care  was  the  second  leading  source  of 
layoff  announcements,  after  finance.  The 
Cleveland  Clinic  cut  hundreds  of  unfilled 
jobs  and  offered  early  retirement  to  700 
workers. 

Ten  years  ago  ssm  Health  Care,  which 
operates  18  hospitals  in  the  Midwest,  pre¬ 
dicted  steadily  rising  demand  thanks  to  an 
ageing  population  and  insurance  reim¬ 
bursement  rates  rising  2%  to  3%  per  year.  In¬ 
stead,  the  recession  left  many  patients 
with  skimpy  insurance  or  none,  causing 
admissions  to  level  off.  Charity  cases  and 
bad  debts  nearly  doubled.  States  put  the 
brakes  on  reimbursement  growth  for  Med¬ 
icaid,  which  provides  health  care  for  the 
poor,  and  Obamacare  did  the  same  for 
Medicare,  which  serves  the  elderly,  ssm 
barely  broke  even  in  2012  and  2013;  it  hopes 
for  a  meagre  2%  operating  margin  this  year. 
Last  year  it  cut  586  of  its  30,000  jobs. 

Health-care  spending  depends  on  the 
volume  of  treatment  and  its  price.  The 
growth  of  both  has  slowed  sharply  since 
2009.  Patients  with  private  insurance  have 
had  to  pay  more  out  of  their  own  pockets 
and  have  therefore  sought  less  care.  Medic-  ►► 
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►  aid  enrolment  has  grown  rapidly,  but- 
cash-strapped  states  have  resisted  hikes  in 
the  fees  they  pay  to  doctors  and  hospitals 
for  treating  Medicaid  patients.  In  states  that 
opted  out  of  Obamacare’s  Medicaid  ex¬ 
pansion,  many  poor  folk  are  showing  up  at 
emergency  rooms  as  charity  cases,  says  Ilir 
Hysa  of  Moody’s  Analytics,  a  consultancy. 

Obamacare  and  the  sequester  have 
curbed  the  growth  of  Medicare  fees,  which 
will  save  the  federal  government  hun¬ 
dreds  of  billions  of  dollars,  by  one  esti¬ 
mate.  Bill  Thompson,  ssm’s  boss,  reckons 
those  changes  will  cost  the  firm  $soom 
over  five  years.  The  chain  has  yet  to  see  an 
influx  of  newly  insured  patients  to  cushion 
the  blow,  in  part  because  three  of  the  four 
states  where  ssm  operates  (Oklahoma, 
Missouri  and  Wisconsin)  did  not  go  along 
with  Obamacare’s  Medicaid  expansion. 

Obamacare  also  encouraged  doctors 
and  hospitals  to  create  “accountable  care 
organisations”  which  are  rewarded  for 
keeping  costs  down,  and  instituted  penal¬ 
ties  for  readmitting  patients  soon  after  they 
were  discharged,  or  failing  to  use  electronic 
health  records.  All  these  have  made  pro¬ 
viders’  traditional  fee-for-service  business 
much  less  lucrative. 

Many  of  Obamacare’s  changes  to  Medi¬ 
care  assume  that  providers  can  improve 
care  and  lower  costs  by  raising  productivi¬ 
ty.  Some  of  that  is  happening:  hospitals  are 
conducting  surgeries  such  as  gall  bladder 
removal  without  requiring  an  overnight 
stay,  handing  tasks  once  done  by  richly 
paid  doctors  to  nurses  and  physician  assis¬ 
tants,  and  consolidating  back-office  func¬ 
tions,  as  ssm  has  done. 

But  American  hospitals  are  not  as  ab¬ 
surdly  inefficient  as  critics  claim.  In  a  study, 
Amitabh  Chandra  of  Harvard  University 
and  three  co-authors  found  less  variation 
in  productivity  among  hospitals  in  the 
treatment  of  heart  attacks  than  among 
manufacturers  of  ready-mix  concrete;  they 
also  found  that  more  productive  hospitals 
had  a  higher  market  share.  This  suggests 
there  are  only  limited  gains  to  be  made  by 
prodding  productivity  laggards  to  shape 
up.  Since  health  care  is  labour-intensive, 
cost  control  often  means  squeezing  wages. 

Ani  Turner  of  Altarum  Institute,  a 
health-research  group,  says  that  demand 
for  health  care  is  bound  to  pick  up  as  the 
baby-boomers  age  and  Obamacare  swells 
the  ranks  of  the  insured.  Indeed,  health¬ 
care  spending  revived  in  the  past  six 
months.  But  that  may  not  prove  financially 
rewarding  while  reimbursement  rates  re¬ 
main  underpressure,  she  says.  Health-care 
prices  were  up  just  0.9%  in  March  from  a 
year  earlier,  the  slowest  growth  in  50 
years-though  normal  in  many  other  in¬ 
dustries.  Jobs,  she  reckons,  will  continue  to 
migrate  from  hospitals  to  doctors’  offices 
and  other  outpatient  centres.  Mr  Thomp¬ 
son  agrees:  “I  don’t  think  we’ll  be  growing 
head  count  overall  any  time  soon.”  ■ 


Military  spending 

Don’t  save  the 
Warthog 

WASHINGTON, DC 

Why  a  plane  that  is  easy  to  shoot  down 
is  hard  to  scrap 

TWO  of  the  things  members  of  Con¬ 
gress  love  best  are  loudly  supporting 
the  troops  and  pumping  lots  of  federal  dol¬ 
lars  back  home.  Firms  that  make  military 
kit  therefore  make  sure  to  spread  their  fac¬ 
tories  across  multiple  states  and  electoral 
districts.  That  is  why  defence  cuts  are  hard. 

In  the  next  few  weeks  the  House  of  Rep¬ 
resentatives  and  Senate  are  due  to  decide 
the  fate  of  a  weapons  system  that  cold  logic 
has  earmarked  for  scrapping:  the  40-year 
old  A-10  Thunderbolt  II  attack  jet,  better 
known  as  the  Warthog.  For  an  ugly  mach¬ 
ine  with  a  grim  job,  the  Warthog  inspires 
love  from  fans.  Designed  to  attack  Soviet 
tank  columns  on  the  plains  of  Europe,  it 
has  been  described  as  a  Gatling  gun  with 
wings,  capable  of  firing  70  Coke-bottle 
sized  rounds  a  second  from  a  cannon  in  its 
nose,  while  flying  “low  and  slow”  over  bat¬ 
tlefields.  Few  planes  are  as  popular  with 
ground  units  in  Afghanistan.  Unlike  high¬ 
flying  bombers  or  f-i6s,  sensed  only  as  a 
distant  roar,  troops  can  see  a  Warthog  as  it 
comes  to  their  aid,  boosting  their  faith  that 
pilots  will  hit  foes,  not  them.  Soldiers  call 
its  air-splitting  blasts  “farts  of  death”.  Web¬ 
sites  offer  the  sound  as  a  ringtone. 

But  Congress  wants  cuts.  Air  force  com¬ 
manders  propose  scrapping  the  whole 
A-10  fleet  of  about  280  planes.  Scrapping 
an  entire  aircraft-type  saves  more  than 
trimming  here  and  there:  Pentagon  bosses 
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think  killing  the  A-10  would  save  $4.2  bil¬ 
lion  in  costs  and  upgrades  over  five  years. 

The  Warthog  is  the  “best”  plane  at  close- 
air-support,  the  army  chief  of  staff,  Gen¬ 
eral  Ray  Odierno,  told  a  recent  Senate  hear¬ 
ing.  But  the  Warthog  is  “very  old”,  he  also 
says,  and  tough  spending  decisions  loom. 
Air  force  bosses  note  that  the  A-10  has 
flown  only  about  a  fifth  of  all  close-air-sup- 
port  sorties  since  2001,  and  that  a  mix  of 
fast  jets  and  bombers  can  do  the  job  “rea¬ 
sonably  well”,  while  doing  many  other 
things  too.  If  forced  to  keep  the  A-10,  the  air 
force  calculates  it  would  need  to  scrap  14 
squadrons  of  multipurpose  F-16  fighters  to 
save  the  same  money. 

Though  tough-  pilots  sit  in  armoured 
“tubs”  of  titanium,  and  the  airframe  can 
survive  small-arms  fire-the  a-io  is  horri¬ 
bly  vulnerable  to  surface-to-air  missiles,  so 
it  is  only  good  in  very  specific  circum¬ 
stances.  “It’s  great  to  see  the  A-10  come  in 
and  shoot  up  the  bad  guys,  but  that  can 
only  happen  in  a  low-  to  no-threat  environ¬ 
ment,”  says  Lt  General  Burton  Field,  depu¬ 
ty  air  force  chief  of  staff  for  operations, 
plans  and  requirements.  Close-air  support 
is  a  vital  mission,  he  adds,  but  modern 
commanders  aim  to  minimise  its  use,  pre¬ 
ferring  to  engage  foes  at  a  distance. 

A  final  decision  is  due  when  the  House 
and  Senate  agree  Pentagon  spending  plans 
for  2015.  That  decision  will  pit  cerebral 
analysis  against  gut  instincts  and  local  in¬ 
terests  in  states  with  A-10  bases,  including 
Arizona,  Georgia  and  Indiana. 

Many  soldiers  think  the  air  force  dis¬ 
dains  the  mission  of  protecting  grunts  in 
the  dust  and  mud  of  combat.  “The  cultural 
critique  of  the  air  force  is  that  it  is  run  by 
fighter  pilots  who  want  the  sexiest  toys,” 
and  so  “try  to  look  after  the  fighter  planes”, 
says  Janine  Davidson,  a  former  air  force  pi¬ 
lot  and  Pentagon  policy  planner.  That  is 
(mostly)  unfair,  but  the  air  force  has  been 
poor  at  explaining  itself,  says  Ms  David¬ 
son,  now  at  the  Council  on  Foreign  Rela¬ 
tions,  a  think-tank. 

Republican  senators,  such  as  John 
McCain  of  Arizona,  Saxby  Chambliss  of 
Georgia  and  Kelly  Ayotte  of  New  Hamp¬ 
shire  (whose  husband  used  to  be  an  A-10 
pilot)  accuse  the  Pentagon  of  assuming 
that  an  era  of  long  land  wars  is  coming  to 
an  end.  A  Democratic  congressman  from 
Arizona,  Ron  Barber,  has  led  a  fight  to  keep 
a  big  Warthog  base  open  in  his  district:  his 
Republican  opponent  in  what  is  shaping 
up  to  be  one  of  the  closest  2014  races,  Mar¬ 
tha  McSally,  was  an  a-io  pilot.  The  House 
and  Senate  armed  services  committees 
have  both  called  for  the  Warthog  to  be 
saved,  at  least  for  a  year.  How  to  pay  for 
that  is  more  divisive:  House  appropriators 
shot  down  an  a-io  funding  wheeze  on 
June  10th.  The  Senate  may  cram  some 
funding  back  in,  preserving  a  plane  the  air 
force  does  not  want  with  money  that  does 
not  exist.  Defence  has  its  own  logic.  ■ 
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Environmental  policy 

Reefer  madness 


SANTA  BARBARA 

Turning  oil  rigs  into  reefs  saves  money  and  marine  life.  Yet  many  greens  oppose  it 


WHEN  an  offshore  well  stops  produc¬ 
ing  oil,  what  should  be  done  with  the 
rig?  One  option  is  to  haul  it  ashore,  break  it 
up  and  recycle  it.  This  is  expensive.  For  a 
big,  deep-water  oil  or  gas  platform,  it  can 
cost  $20om.  Just  hiring  a  derrick  barge  mas¬ 
sive  enough  to  do  the  job  can  cost 
$700,000  a  day.  But  there  is  an  alternative: 
simply  leave  most  of  the  structure  where  it 
is.  That  is  what  you  would  expect  a  greedy 
oil  firm  to  do:  despoil  the  ocean  just  to  save 
a  lousy  few  million  dollars.  The  surprise  is, 
the  cheap  option  may  actually  be  greener. 

For  a  start,  it  takes  a  lot  of  energy  to 
move  a  rig.  The  ships  that  would  be  need¬ 
ed  to  shift  California’s  largest  one  would 
emit  29,400  tonnes  of  carbon  dioxide,  by 
one  estimate.  And  moving  a  rig  disturbs 
the  organisms  that  have  attached  them¬ 
selves  to  its  underside,  or  jacket.  Far  better, 
some  say,  to  turn  old  rigs  into  coral  reefs. 

“Reefing”  typically  involves  bringing  a 
platform’s  above-water  parts  ashore  and 
cropping  the  lower  parts  to  leave  at  least 
26m  of  clearance:  deep  enough  for  ships  to 
pass  over,  yet  shallow  enough  for  photo¬ 
synthesis  to  nourish  organisms  on  its  up¬ 
per  reaches  (see  picture).  Oil-rig  reefs  may 
shelter  and  feed  up  to  eight  tonnes  of  fish. 
In  2009  Shell  moved  a  jacket  in  the  Gulf  of 
Mexico  ten  kilometres  (six  miles)  away. 
The  fish  followed. 

More  than  490  platforms  in  American 
waters  have  become  reefs  in  the  past  three 
decades.  The  federal  Bureau  of  Safety  and 
Environmental  Enforcement  urges  states 


to  issue  reefing  permits.  State  coffers  gain: 
oil  firms  typically  hand  over  half  the  mon¬ 
ey  they  save  by  reefing. 

Those  savings  vary  greatly.  Small  plat¬ 
forms  in  shallow  waters  can  often  be  re¬ 
moved  for  $iom,  but  sometimes  for  as  little 
as  $im,  according  to  Decom World,  a  con¬ 
sultancy.  But  for  states  with  lots  of  offshore 
oil  rigs,  the  windfalls  soon  add  up.  Missis¬ 
sippi  pocketed  an  average  of  $625,000  for 
each  of  the  12  permits  it  has  issued,  accord¬ 
ing  to  Melissa  Scallan  of  the  state’s  Depart¬ 
ment  of  Marine  Resources.  Louisiana’s 
take  has  averaged  $270,000  per  reefing- 
and  the  state  has  seen  336  of  them,  says 
Mike  McDonough  of  the  Louisiana  De¬ 
partment  of  Wildlife  and  Fisheries. 

Currently,  less  than  a  tenth  of  America’s 
old  oil  and  gas  platforms  are  reefed.  Some¬ 
times  the  reasons  for  this  are  practical.  For 
example,  platforms  may  be  removed  if 
waiting  for  a  permit  means  weathering  an¬ 
other  hurricane  season  (in  2005  150  de¬ 
funct  platforms  in  the  Gulf  of  Mexico  were 
toppled  by  winds  and  waves).  Operators 
typically  favour  reefing  but  it  is  not  always 
economical  or  allowed,  says  David  Welch 
of  Stone  Energy  Corporation.  The  firm  has 
only  reefed  12  of  the  60  Gulf  of  Mexico  plat¬ 
forms  it  has  decommissioned. 

That  share  is  likely  to  grow.  Within  five 
years  oil  firms  will  be  reefing  one  offshore 
rig  in  four,  predicts  Ouenton  Dokken  of  the 
Gulf  of  Mexico  Foundation,  a  conserva¬ 
tion  group.  Gulf  states,  particularly  Louisi¬ 
ana  and  Texas,  are  making  “a  big  push”  to 


streamline  the  permitting  process,  he  says. 

Far  bigger  savings  are  possible  in  the 
deep  waters  off  California.  Four  years  ago 
the  Golden  State  passed  a  law  allowing 
reefing.  Operators  are  loth  to  estimate  costs 
publicly,  but  the  Tulane  University  Energy 
Institute  reckons  that  reefing  the  state’s  27 
platforms  could  save  $2  billion.  A  platform 
or  two  could  be  retired  as  early  as  next  year, 
though  rising  oil  prices  may  mean  they 
keep  pumping  longer. 

The  California  Ocean  Science  Trust,  a 
research  group  that  has  advised  lawmak¬ 
ers,  thinks  that  platforms  increase  marine 
life  and  should  not  all  be  removed.  Skyli 
McAfee,  the  group’s  director,  describes  this 
conclusion  as  “a  big  fat  duh”.  Studies  by 
Milton  Love,  a  marine  biologist  at  the  Uni¬ 
versity  of  California,  Santa  Barbara,  sup¬ 
port  it.  Oil  platforms  serve  as  “excellent 
nursery  grounds”  that  boost  fish  popula¬ 
tions,  he  says.  The  bocaccio,  a  rockfish 
whose  numbers  are  worrying  fishing  au¬ 
thorities,  is  one  big  beneficiary. 

Yet  the  odds  of  preserving  most  oil-rig 
reefs  look  bleak.  Public  opposition  is  ro¬ 
bust.  Not  one  platform  off  California  has 
been  reefed.  Activists  quote  the  findings  of 
scientists  such  as  James  Cowan,  an  ocea¬ 
nographer  at  Louisiana  State  University, 
who  studied  isotopes,  tissue  caloric  densi¬ 
ties  and  the  stomach  contents  of  creatures 
from  both  natural  and  artificial  reefs  and 
concluded  that  the  latter  generate  no  extra 
biomass.  The  Environmental  Defence  Cen¬ 
tre  in  Santa  Barbara,  a  group  that  files  anti¬ 
development  lawsuits,  advocates  the  com¬ 
plete  removal  of  oil  platforms.  Linda  Krop, 
its  chief  counsel,  says  that  abandoned 
structures  might  damage  anchors,  rob  nat¬ 
ural  reefs  of  fish  and  even  leach  poisons. 
She  does,  however,  acknowledge  the  envi¬ 
ronmental  damage  associated  with  com¬ 
plete  removal. 

When  reefs  cause  grief 

Greenpeace,  a  pressure  group,  makes  a  dif¬ 
ferent  argument.  John  Hocevar,  its  head  of 
ocean  campaigns,  concedes  that  in  some 
locations  reefed  platforms,  if  non-toxic, 
may  increase  marine  life.  But  they  should 
be  banned  anyway,  he  says,  because  they 
save  the  oil  firms  money  and  therefore  en¬ 
courage  them  to  drill  more. 

The  debate  is  likely  to  intensify  In  the 
Gulf  of  Mexico  some  400  platforms  are 
now  being  decommissioned  each  year. 
Divers  and  many  fishermen  want  more  to 
be  reefed;  shrimpers  complain  that  reefs 
prevent  them  from  dragging  nets  across 
parts  of  the  ocean  floor.  In  California  oper¬ 
ators  must  decide  quickly  if  they  wish  to 
turn  redundant  rigs  into  reefs.  Until  2017 
firms  can  keep  45%  of  the  savings.  After 
that  the  figure  falls  to  35%  until  2023;  then  it 
drops  to  just  20%. 

For  now,  the  evidence  suggests  that  reef¬ 
ing  is  a  rare  policy.  It  is  both  eco-friendly 
and  pays  for  itself.  ■ 
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Lexington  |  Hillary  Clinton’s  bad  book 


Her  stodgy  memoir  is  best  understood  as  a  briefing  book  for  surrogates  and  “influencers” 


HILLARY  CLINTON  is  a  big  fan  of  briefing  books.  As  Barack 
Obama’s  envoy  to  the  world  she  devoured  great,  thick  bind¬ 
ers  on  every  subject  imaginable,  she  writes  in  “Hard  Choices”,  a 
new  memoir  published  on  June  10th.  As  she  worked  tirelessly  to 
prepare  for  summits  and  official  trips  to  112  countries,  she  ad¬ 
mired  the  expertise  of  her  diplomats.  Only  one  thing  bothered 
her.  A  few  months  into  the  job  she  asked  the  State  Department  to 
be  more  creative  with  graphics,  after  envying  the  flashier  brief¬ 
ings  carried  by  Pentagon  brass.  Soon,  she  beams:  “there  were 
plenty  of  coloured  maps  and  charts  to  go  around.” 

Mrs  Clinton’s  600-page  doorstopper  is  full  of  this  stuff:  micro¬ 
revelations  which  are  earnest,  dull  and  self-serving,  all  at  the 
same  time.  “Hard  Choices”  is  a  frustrating  read.  The  memoir  has 
the  cautious,  polished,  poll-tested  feel  of  a  campaign  speech.  A 
million  copies  have  been  printed.  A  multi-city  speaking  tour  has 
begun.  A  first-day  book-signing  in  Manhattan  drew  lines  around 
the  block  and  hundreds  of  reporters.  A  large  campaign-style  bus 
idled  outside.  It  was  sent  by  “Ready  for  Hillary”,  a  ginger  group 
that  wants  the  former  secretary  of  state,  first  lady,  senator  and 
presidential  contender  to  run  again  for  the  White  House  in  2016. 

A  press  strategy  was  even  crafted  to  handle  a  single  chapter  of 
the  book,  addressing  the  low  point  of  Mrs  Clinton’s  time  as  secre¬ 
tary:  the  2012  killings  of  four  Americans  by  militants  in  the  Libyan 
city  of  Benghazi,  including  America’s  ambassador.  The  chapter 
was  leaked  early  and  Democratic  officials  and  “surrogates”  (cam¬ 
paign  jargon  for  folk  who  can  speak  for  a  candidate)  briefed  on 
Benghazi  talking-points  by  a  former  Obama  spokesman,  Tommy 
Vietor,  and  Mrs  Clinton’s  press  guru  Philippe  Reines. 

Still  Mrs  Clinton  says  she  has  not  yet  decided  whether  to  run. 
She  did  not  write  the  book  for  followers  of  Washington’s  political 
soap  opera,  she  says  severely.  Rather,  it  is  for  Americans  keen  to 
learn  more  about  diplomacy  in  the  Obama  era,  and  the  exercise 
of  American  power  in  the  21st  century,  she  insists.  Such  pieties  are 
not  wholly  convincing.  For  starters,  much  of  the  book  smells  of 
raw  politics,  rather  than  diplomatic  history.  Mrs  Clinton  stepped 
down  as  chief  diplomat  in  2013  with  high  public  approval  ratings 
(in  part  because  her  job  lofted  her  above  the  partisan  mire  for 
four  years),  but  a  list  of  vulnerabilities  too.  “Hard  Choices”  dog¬ 
gedly  works  its  way  down  that  list. 


In  the  Benghazi  chapter  Mrs  Clinton  accuses  conservative  crit¬ 
ics  of  mounting  a  “political  slugfest  on  the  backs  of  dead  Ameri¬ 
cans”.  She  has  a  point.  But  in  turn  she  constructs  a  political  straw 
man,  accusing  critics  of  suggesting  that  diplomats  stage  an  un- 
American  “retreat”  from  the  world.  She  leaves  unanswered  the 
more  relevant  question  of  whether  the  West’s  intervention  in  Lib¬ 
ya,  which  she  championed,  left  the  country  better  off. 

After  Ukraine  lost  Crimea  to  Russia,  many  Republicans  ac¬ 
cused  Barack  Obama  and  Mrs  Clinton  of  having  emboldened 
Russia  with  their  2009  bid  to  “reset”  relations.  Mrs  Clinton  retorts 
that  Russia  rolled  into  Georgia  when  George  W.  Bush  was  still  in 
office,  calls  the  “reset”  a  worthy  attempt  to  work  on  areas  of  agree¬ 
ment  while  setting  tough  issues  to  one  side,  and  blames  its  failure 
on  Vladimir  Putin,  one  of  the  world’s  “hard  men”. 

Strikingly,  other  chapters  involve  veiled  swipes  at  Mr  Obama 
and  his  team.  Mrs  Clinton  revisits  painful  disputes  from  the  2008 
Democratic  primary,  when  she  felt  subjected  to  sexist  attack  by 
Obama  allies.  She  confirms  a  much-reported  dispute  from  2012, 
when  she  (in  alliance  with  the  then  cia  chief,  David  Petraeus, 
and  the  then  defence  secretary,  Leon  Panetta)  wanted  to  train  and 
arm  non-extremist  Syrian  rebels.  Mr  Obama  decided  the  risks 
outweighed  possible  gains— a  scepticism  shared  by  White  House 
aides.  In  the  book  she  links  this  to  a  remarkably  reductive  account 
of  Mr  Obama’s  2008  victory,  writing:  “After  all,  the  President  had 
been  elected  in  large  part  because  of  his  opposition  to  the  war  in 
Iraq  and  his  promise  to  bring  the  troops  home.” 

Hawkishly,  Mrs  Clinton  questions  Mr  Obama’s  decision  to  an¬ 
nounce  a  fixed  exit  date  for  American  troops  in  Afghanistan.  She 
suggests  that  callow  young  Obama  aides  were  wrong  to  urge  a 
swift  end  to  Hosni  Mubarak’s  rule  in  Egypt.  Finally,  she  addresses 
those  who  say  she  accomplished  little.  This  is  a  popular  attack:  a 
recent  conservative  video  shows  young  Hillary  fans  struggling  to 
name  her  greatest  accomplishment.  She  retorts  with  a  long  list  of 
mid-sized  successes,  from  democracy  promotion  in  Burma  to  a 
2012  ceasefire  in  Gaza,  or  projects  to  advance  women’s  rights. 

If  some  chapters  are  too  nakedly  political  for  a  work  of  for¬ 
eign-policy  analysis,  then  others  are  too  worthy  for  many  general 
readers.  At  times  it  feels  as  if  none  of  those  112  countries  is  going  to 
be  missed  out.  Mrs  Clinton  offers  accounts  of  African  trade  flows, 
a  coup  in  Honduras,  climate  talks  in  Denmark,  the  fine  work  that 
Barbados  has  done  with  solar  water  heaters  and  her  opinion  of 
Canada  (“our  northern  neighbour  is  an  indispensable  partner”). 
Those  hoping  for  gossip  will  be  disappointed.  Few  insiderish 
nuggets  leaven  the  mix-though  Mrs  Clinton  does  explain  why 
the  secret  service  dislikes  vips  visiting  Buddhist  temples  (they 
feel  unready  for  emergencies  without  their  shoes). 

Coming  soon  to  a  book  group  near  you 

To  solve  the  mystery  of  what  “Hard  Choices”  is  for,  think  back  to 
those  Democratic  surrogates  being  schooled  on  Benghazi  talking- 
points.  This  is  a  briefing  book  for  surrogates,  and-beyond  them- 
for  the  legions  of  “influencers”  so  prized  by  modern  political 
campaigns:  the  amateur  opinion-formers  whose  friends,  col¬ 
leagues  and  relatives  listen  to  their  political  views,  or  follow 
them  online.  Understood  as  a  briefing  book,  the  memoir’s  oddi¬ 
ties  make  more  sense.  It  exists  to  offer  talking  points  to  each  pos¬ 
sible  element  of  a  future  Clinton  coalition-from  folk  worried 
about  climate  change  to  women  who  voted  for  Mitt  Romney, 
who  could  imagine  voting  for  Hillary,  but  whose  husbands  are 
obsessed  with  Benghazi.  It  never  needed  to  be  a  good  read.  ■ 
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Victims  of  Mexico's  drug  war 

Tracing  the  missing 


ALLENDE 

Many  thousands  disappeared  in  Mexico’s  drug  war.  The  government  should  do 
more  to  find  them 


FOR  almost  three  years  residents  of 
Allende,  close  to  the  Mexican  border 
with  Texas  (see  map),  harboured  a  dread¬ 
ful  secret.  In  2011  the  town  of  27,000  people 
suffere  d  a  violent  attack  by  the  Zetas,  Mexi¬ 
co’s  most  brutal  drug  gang.  Driven  by  a 
thirst  for  vengeance  against  two  local  men 
whom  the  gangs  believed  had  betrayed 
them,  mobs  of  Zetas  drove  into  town, 
rounded  up  their  extended  families  and 
friends-totalling  hundreds  of  people-and 
abducted  them  at  gunpoint.  They  then 
drove  bulldozers  through  their  houses, 
and  mortared  or  set  fire  to  them. 

Until  this  year  the  barbarity  went  virtu¬ 
ally  unreported;  there  were  only  dark  ru¬ 
mours  of  what  had  happened  to  those 
who  had  gone  missing.  Even  though  doz¬ 
ens  of  the  gutted  houses  are  dotted  like  war 
ruins  around  the  town  centre,  talk  of  the  in¬ 
cident  was  suppressed-ffom  fear  of,  or  col¬ 
lusion  with,  the  Zetas.  Reynaldo  Tapia, 
who  took  over  as  mayor  of  Allende  in  Jan¬ 
uary,  says  two  hapless  youths  who  took 
visitors  on  a  walking  tour  of  the  devastated 
homes  were  shot  dead. 

But  in  February,  almost  three  years  after 
the  crimes  were  committed,  federal  and 
state  investigators  acted  at  last.  On  farms 
near  Allende,  they  found  oil  drums- 
known  to  the  Zetas  as  “kitchens”-where 
the  victims  were  incinerated  after  being 
shot.  Reports  of  the  number  of  bodies 
found  in  clandestine  burial  grounds 


around  the  area  range  from  300-500. 

Federal  forensic  police  in  Mexico  City 
are  still  studying  the  charred  remains  to  de¬ 
termine  exactly  how  many  were  killed.  Mr 
Tapia  says  he  thinks  30-40  families  from 
Allende,  some  with  as  many  as  ten  mem¬ 
bers,  were  “exterminated”.  He  has  com¬ 
piled  a  list  of  34  destroyed  houses  in  the 
town  that  he  plans  soon  to  demolish,  be¬ 
cause  they  are  a  morbid  reminder  of  a 
“nightmarish”  past.  The  list  includes  the 
names  of  homeowners  whom  Mr  Tapia 
can  remember  going  to  church  with.  A  few 
managed  to  flee  to  the  United  States.  The 
rest  have  never  been  heard  of  again. 

The  massacre  may  well  be  one  of  the 
worst  in  Mexico’s  six-year  drug  war  from 
2006  to  2012,  when  the  previous  govern¬ 
ment  sent  in  the  army  against  drug  gangs, 
setting  off  murderous  turf  battles.  But  it  is 
impossible  to  know  for  sure.  Uncertainty 


surrounds  the  numbers  of  people  who 
went  missing  nationwide  as  a  result  of 
drug-related  abductions.  In  2013,  shortly 
after  President  Enrique  Pena  Nieto  took  of¬ 
fice,  a  government  list  put  the  number  in 
2006-12  at  over  26,000.  Last  month  Miguel 
Angel  Osorio  Chong,  the  interior  minister, 
said  the  figure  had  been  slashed  to  13,000, 
because  many  supposedly  missing  people 
had  been  found  alive.  In  the  meantime, 
however,  new  victims  have  been  added  to 
the  total:  another  8,000  were  unaccounted 
for  in  2012-14,  he  said. 

It  is  not  known  whether  the  tally  of 
13,000  includes  those  from  Allende.  In  fact, 
little  has  been  divulged  about  who  the  gov¬ 
ernment’s  numbers  include,  where  they 
are  from,  what  method  was  used,  or 
whether  the  missing  are  believed  to  have 
been  abducted  by  organised  criminals,  by 
police,  or  by  a  combination  of  the  two.  Ar¬ 
mando  Luna,  interior  minister  of  Coahui- 
la,  Allende’s  home  state,  says  in  his  state 
alone  (just  one  of  32  in  Mexico)  there  are 
1,800  disappeared,  the  “immense  major¬ 
ity”  seized  against  their  will. 

Yet  establishing  the  number  of  disap¬ 
peared  is  only  the  first  step.  Trying  to  find 
them  is  another;  prosecuting  those  respon¬ 
sible  another  still.  Although  the  govern¬ 
ment  has  set  up  a  task  force  to  find  the  dis¬ 
appeared,  human-rights  groups  say  there 
is  little  evidence  that  the  data  on  those 
missing,  including  dna  samples  of  their 
family  members,  are  being  matched  with 
the  dna  of  unidentified  corpses.  On  June 
5th  Animal  Politico,  an  online  news  outlet, 
reported  that  in  the  12  years  since  a  genetic 
databank  was  created,  it  had  only  been 
used  to  identify  542  bodies,  even  though 
26,000  dna  samples  have  been  taken. 

Families  of  the  disappeared  say  the 
search  for  their  loved  ones  has  been  left  up 
to  them.  Often  at  great  risk,  they  traipse  ►► 
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►  from  morgue  to  morgue,  police  station  to 
police  station.  In  May  Sandra  Luz  Hernan¬ 
dez,  whose  son  was  abducted  by  armed 
men  two  years  earlier,  became  the  latest 
activist  to  be  gunned  down.  She  was  ap¬ 
parently  lured  to  her  death  in  the  north¬ 
western  state  of  Sinaloa  by  someone 
claiming  to  know  her  son’s  whereabouts. 

Part  of  the  problem,  the  families  say,  is 
that  the  government  gives  low  priority  to 
their  cases  because  they  assume  many  of 
the  victims  were  criminals  themselves.  Yet 
often  local  police  and  security  forces  were 
allegedly  also  involved  in  what  are  called 
“forced  disappearances”.  Nik  Steinberg  of 


Human  Rights  Watch,  a  New  York-based 
ngo,  says  it  has  given  the  authorities  evi¬ 
dence  of  40  cases  of  such  abductions  (it 
has  scores  more).  “The  bottom  line  is  that 
they’ve  failed  to  take  the  basic  steps  to  ad¬ 
vance  the  investigations,”  he  says. 

Some  encouraging  changes  are  taking 
place  at  local  level.  As  a  result  of  pressure 
from  Fundee,  a  Coahuila-based  church 
group  that  acts  for  the  families  of  the  disap¬ 
peared,  last  month  the  state  expressly  pro¬ 
hibited  abductions  in  its  constitution.  A 
new  law  in  Coahuila  also  allows  victims’ 
families  to  claim  rapid  legal  recognition  of 
an  abduction,  which  will  enable  them  to 


get  access  to  bank  accounts  and  claim 
work-related  and  social-security  benefits 
owed  to  their  loved  ones. 

That  is  unlikely  to  help  people  in  Allen- 
de,  who  remain  too  scared  to  admit  to  any 
kinship  with  the  missing.  Mr  Tapia,  the 
mayor,  says  in  other  respects  “peace  and 
tranquillity”  have  returned.  On  June  9th  he 
held  a  party  for  journalists  (some  with 
bodyguards)  to  reinforce  that  message.  He 
spoiled  things  somewhat  by  taking  your 
correspondent  to  a  nearby  stream,  still  fes¬ 
tooned  with  crime-scene  tape,  to  show 
him  where  he  had  once  fished  out  two 
corpses.  ■ 


Bello  i 

A  writer’s  recantation  highlights  the  intellectual  failures  of  the  Latin  American  left 


IEAVE  aside  Gabriel  Garcia  Marquez, 
j  and  no  writer  has  done  more  to  shape 
the  mental  image  that  both  locals  and  out¬ 
siders  have  of  Latin  America  than 
Eduardo  Galeano.  In  1971  the  then  jour¬ 
nalist  published  “Open  Veins  of  Latin 
America”,  a  scorching  tirade  against  for¬ 
eign  exploitation.  Now  in  its  84th  impres¬ 
sion  in  Spanish,  it  remains  a  fixture  on  the 
exiguous  shelves  devoted  to  Latin  Ameri¬ 
ca  in  bookshops  in  Europe  and  the  United 
States.  In  all,  it  has  sold  over  a  million 
copies.  Hugo  Chavez  gave  it  to  Barack 
Obama  when  they  met  in  2009. 

“Open  Veins”  is  written  in  powerful 
prose,  with  intoxicating  passion.  But  it  is 
also  a  work  of  crude  propaganda,  a  mix  of 
selective  truths,  exaggeration  and  false¬ 
hood,  caricature  and  conspiracy  theory.  It 
is  the  bible  of  “dependency  theory”,  the 
notion  dear  to  the  left  that  “underdevel¬ 
opment  in  Latin  America  is  a  conse¬ 
quence  of  development  elsewhere,  that 
we  Latin  Americans  are  poor  because  the 
ground  we  tread  is  rich  [in  resources].” 

The  message  is  one  of  anti-capitalism 
as  well  as  anti-imperialism.  Mr  Galeano 
brackets  as  “mechanisms  of  plunder” 
both  “the  caravelled  conquistadors  and 
the  jet-propelled  technocrats;  Hernan 
Cortes  and  the  [us]  Marines;  the  agents  of 
the  Spanish  Crown  and  the  International 
Monetary  Fund  missions;  the  dividends 
from  the  slave  trade  and  the  profits  from 
General  Motors.”  He  dismisses  all  pos¬ 
sibility  of  reform;  Cuban  communism  of¬ 
fers  the  only  route  to  salvation. 

So  when  Mr  Galeano  let  slip,  in  re¬ 
marks  at  a  recent  book  fair  in  Brasilia,  that 
today  he  would  find  “Open  Veins”  un¬ 
readable,  it  was  almost  as  if  Jesus’s  disci¬ 
ples  had  admitted  that  the  New  Testa¬ 
ment  was  a  big  misunderstanding.  He 
added  that  when  he  wrote  the  book  he 
lacked  “sufficient  knowledge  of  econom¬ 


ics  and  politics”  and  that  it  belongs  to  “a 
past  era”. 

Indeed  so.  Asia’s  economic  develop¬ 
ment  and  Latin  America’s  commodity-fti- 
elled  economic  boom  of  this  century  ex¬ 
pose  dependency  theory  as  simplistic 
nonsense  (although  it  still  has  adherents  in 
Latin  American  Studies  departments).  So¬ 
cial  democracy,  as  practised  in  Brazil,  Chile 
and  Mr  Galeano’s  own  Uruguay,  has  of¬ 
fered  more  to  the  Latin  American  masses 
than  the  Castros’  bankrupt  police  state. 

But  the  contention  of  “Open  Veins”  that 
Latin  Americans  are  poor  because  some- 
one-multinationals,  local  capitalists  or 
the  United  States-is  stealing  their  wealth 
retains  a  profound  resonance  in  the  region. 
It  lives  on  in  the  rhetoric  and  actions  of  gov¬ 
ernments  in  Venezuela,  Bolivia,  Ecuador 
and  Argentina.  The  political  recipe  has 
modulated,  however.  In  place  of  Cuba’s 
armed  revolution,  the  formula  now  is  one 
of  “radical  democracy”-or  “populism”,  as 
its  detractors  often  call  it. 

This  has  involved  charismatic  leaders 
winning  power  through  elections  by 
claiming  to  champion  “the  people”  against 
their  oppressors.  They  then  hold  on  to 


power  by  ruthlessly  seizing  control  of  all 
state  institutions  in  the  name  of  the  ma¬ 
jority  and  by  rewarding  their  followers 
with  jobs  and  benefits  via  an  expanded 
public  sector. 

The  theoretical  champion  of  radical 
populism,  its  mobilisation  of  plebeian 
masses  and  its  confrontation  with  the  es¬ 
tablished  order  was  Ernesto  Laclau,  an  Ar¬ 
gentine  political  philosopher  who  lived 
in  Cricklewood,  a  placid  north  London 
suburb.  He  argued  that  populism  was  an 
antidote  to  the  capitalist  domination  of 
liberal  democracy  and  to  the  hegemony 
of  technocratic  “administration”  over  the 
realm  of  “the  political”.  Laclau  died,  aged 
78,  in  April.  He  remains  influential.  Ricar¬ 
do  Forster,  a  friend  and  sympathiser,  was 
this  month  named  by  Argentina’s  presi¬ 
dent,  Cristina  Fernandez  de  Kirchner,  to 
the  new  and  Orwellian  post  of  “strategic 
co-ordinator  for  national  thought”. 

Yet  Laclau’s  radical  populism  contains 
the  seeds  of  its  own  downfall,  both  be¬ 
cause  it  relies  on  individual  leaders  (Cha¬ 
vez’s  successor,  Nicolas  Maduro,  lacks  his 
mentor’s  charisma)  and,  above  all,  be¬ 
cause  it  offers  no  economic  answers.  Cha- 
vista  Venezuela,  sitting  on  vast  oil  re¬ 
serves,  has  proved  incapable  of 
organising  a  reliable  supply  of  toilet  pa¬ 
per,  a  product  that  even  theoreticians 
need.  Having  run  short  of  hard-currency 
reserves,  Ms  Fernandez’s  Argentina  has 
begun  to  cut  subsidies  and  make  its  peace 
with  its  foreign  creditors,  prompting  Mr 
Forster  and  his  friends  to  warn  against  a 
“conservative  restoration”. 

Mr  Galeano’s  recantation  and  the 
mounting  difficulties  of  radical  populism 
are  reminders  that  capitalism  is  the  only 
route  to  development  in  Latin  America. 
The  task  for  its  proponents  is  to  show  that 
it  can  be  a  tool  not  just  to  create  wealth 
but  also  to  overcome  extreme  inequality. 
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Comparing  Brazil's  states 

Welcome  to 
Italordan 

SAO PAULO 

Brazil’s  income  disparities  are  great,  but 
so  is  its  progress 

IN  1974,  to  capture  the  income  inequality 
for  which  his  country  was  infamous,  Ed- 
mar  Bacha,  a  Brazilian  economist,  coined 
the  term  “Belindia”-a  small  rich  Belgium 
surrounded  by  a  vast  poor  India.  Football 
players  and  fans  descending  on  the  coun¬ 
try  for  the  World  Cup,  which  began  this 
week,  will  still  see  several  Brazils,  if  not  the 
disparities  of  Belindia. 

As  our  map  of  Brazil’s  states  shows,  the 
richest  part  of  the  country,  around  the  capi¬ 
tal,  Brasilia,  is  not  quite  at  Belgian  levels. 
But  it  is  as  wealthy  as  Italy,  measured  by 
gdp  per  person  in  2011  (the  latest  available 
data  set)  at  market  exchange  rates.  India, 
meanwhile,  is  much  poorer  than  even  the 
most  destitute  Brazilian  states,  Maranhao 
and  Piaui,  where  income  per  head  is  three 
times  higher  than  on  the  subcontinent  and 
roughly  equal  to  that  of  Jordan. 

Mr  Bacha  would  no  doubt  cheer  that 
the  poorest  states  have  made  greatest 
headway  since  Brazil  last  hosted  the  World 
Cup  in  1950.  At  the  time  they  were  as  im¬ 


poverished  as  benighted  Benin  and  war- 
torn  Afghanistan  were  in  2011.  Maranhao’s 
real  income  per  person  has  risen  sixfold  in 
the  intervening  decades;  Piaui’s  more  than 
sevenfold,  which  puts  it  firmly  on  the  podi¬ 
um  of  best-performing  Brazilian  states  in 
the  period  (not  counting  the  Federal  Dis¬ 
trict  around  Brasilia,  whose  construction 
only  began  in  1956). 

In  all,  ten  states  were  poorer  in  1950  in 
real  terms  than  India  in  2011;  ten  were  bet¬ 
ter  off.  (Today  Brazil  has  27  states.)  The  then 
capital,  Rio  de  Janeiro,  was  at  that  time 
only  as  well-heeled  as  Peru  is  now.  Today  it 
has  caught  up  with  Estonia.  As  for  Brazil  as 
a  whole,  in  1950  it  barely  exceeded  contem¬ 
porary  Egyptian  levels  of  prosperity.  Today 
it  is  on  a  par  with  the  West  Indian  island 
paradise  of  St  Kitts  and  Nevis.  In  the  past 
ten  years  alone  36m  Brazilians  were 
brought  out  of  extreme  poverty,  although 
critics  point  to  another  country,  South  Ko¬ 
rea.  In  June  1950  it  was  poorer  than  Brazil— 
and  on  the  brink  of  fratricidal  war.  Now  its 
gdp  per  person  is  nearly  double  Brazil’s 
and  its  income  distribution  far  less  skewed. 

Some  things  are  unchanged.  Nine  of 
the  13  sides  that  competed  in  1950  are  back 
(although  the  finals  have  since  ballooned 
to  incorporate  32  teams).  As  today,  the  sta¬ 
diums  then  were  late  and  over  budget. 
That  won’t  matter  as  long  as  history 
doesn’t  repeat  itself  on  the  field:  in  1950 
Brazil  lost  in  the  final  to  Uruguay.  ■ 
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Argentine  politics 

Boudou  hoodoo 

BUENOS  AIRES 

A  vice-president  in  trouble 

EYEBROWS  were  raised  when  in  2011 
the  Argentine  president,  Cristina 
Fernandez  de  Kirchner,  picked  Amado 
Boudou  to  serve  as  vice-president  for  her 
second  term.  The  floppy-haired,  guitar- 
strumming,  Harley  Davidson-riding  Mr 
Boudou  was  considered,  even  by  some 
of  Ms  Fernandez’s  closest  allies,  to  be  a 
lightweight.  That  judgment  underplayed 
his  capacity  to  damage  his  boss. 

On  June  9th  Mr  Boudou  appeared 
before  a  federal  judge  for  questioning. 
The  closed  session  focused  on  allega¬ 
tions  that,  as  minister  of  economy  in 
2010,  Mr  Boudou  ordered  Argentina’s 
afip  tax  agency  to  stop  bankruptcy 
proceedings  against  Ciccone  Calcograf- 
ica  (now  cvs),  a  firm  that  prints  Argen¬ 
tine  bank  notes,  in  return  for  a  shell 
company  to  which  he  supposedly  had 
links  taking  a  70%  stake.  Mr  Boudou  then 
allegedly  used  his  influence  to  wrangle 
tax  breaks  and  government  contracts  for 
the  business.  The  vice-president  flatly 
denies  wrongdoing  and  says  he  had  no 
improper  involvement  with  the  firm. 

Journalists  and  opposition  politicians 
have  raised  questions  about  Mr  Bou- 
dou’s  association  with  Ciccone  since 
early  2012.  But  the  issue  has  only  recently 
made  its  way  to  the  courts.  The  judge 
will  question  other  witnesses  and  defen¬ 
dants  before  deciding  whether  formally 
to  charge  Mr  Boudou,  to  investigate 
further,  or  to  drop  the  case.  A  conviction 
could  mean  up  to  six  years  in  jail.  If  Mr 
Boudou  were  to  be  put  on  trial,  he  could 
resign,  ask  for  permission  temporarily  to 
suspend  his  duties,  or  soldier  on. 

The  president  will  be  hoping  it  does 
not  come  to  that.  Ms  Fernandez  has  so  far 
danced  around  the  Boudou  affair;  she 
avoided  any  mention  of  it  in  a  speech 
the  day  after  he  gave  testimony.  Accord¬ 
ing  to  Sergio  Berensztein,  a  political 
analyst,  she  is  in  a  lose-lose  situation. 
“Speak  out  in  favour  of  Boudou,  and,  if 
he  is  convicted,  she’ll  look  bad.  Speak 
out  against  him,  and  she’s  admitting  to 
her  own  weakness.” 

The  president’s  core  supporters  re¬ 
main  loyal.  The  proportion  of  people 
regarding  her  positively  fell  by  only  two 
points  between  April  and  May,  when  Mr 
Boudou’s  travails  began  to  attract  more 
news  coverage.  But  according  to  Manage¬ 
ment  &  Fit,  a  pollster,  her  negative-image 
scores  jumped  from  34%  to  45%  over  the 
same  period.  “This  scandal  has  not  so 
much  changed  public  opinion  as  it  has 
polarised  society,”  says  Mr  Berensztein. 
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ISLAMABAD 

The  prime  minister’s  hopes  of  confining  his  generals  to  barracks  take  a  knock 


Pakistan 

Sharif  versus  Sharif 


WHEN  he  romped  to  victory  in  Paki¬ 
stan’s  general  election  last  summer, 
Nawaz  Sharif  looked  to  be  the  man  who 
might  finally  bring  to  heel  the  over-mighty 
army  that,  14  years  earlier,  had  deposed 
him  during  his  second  stint  as  prime  minis¬ 
ter  and  sent  him  into  exile.  Taming  the 
army  was  always  going  to  be  a  tall  order  in 
a  country  that  generals  have  ruled  for  al¬ 
most  half  its  history  and  whose  (often  self- 
defeating)  foreign  and  defence  policies 
they  have  always  controlled.  But  Mr  Sharif 
had  advantages  which  no  previous  civilian 
leader  had  enjoyed:  an  outright  parliamen¬ 
tary  majority;  an  independent-minded 
media;  and  an  opposition  that  was  unlike¬ 
ly  to  be  beguiled  by  military  plots,  having 
suffered  from  them  itself. 

Yet  a  year  on,  his  attempt  to  make  Paki¬ 
stan  into  a  country  where  civilians  are  su¬ 
preme  is  foundering.  The  government  has 
just  lost  a  battle  with  the  army  over  Geo, 
the  country’s  most  popular  private  news 
broadcaster.  The  army  took  offence  at  the 
station  and  got  its  licence  suspended.  The 
army  has  won  a  legal  victory  in  the  case 
against  Pervez  Musharraf,  the  general  who 
toppled  Mr  Sharif  in  1999  and  is  on  trial  for 
treason.  And  it  is  pushing  back  against  the 
prime  minister’s  attempt  to  hold  peace 
talks  with  the  Pakistani  Taliban  and  his 
year-long  refusal  to  endorse  military  de¬ 
mands  for  a  campaign  against  the  group  in 
north  Waziristan,  on  the  border  with  Af¬ 
ghanistan.  This  week,  the  Pakistani  Taliban 


attacked  the  international  airport  in  Kara¬ 
chi,  the  country’s  largest  city,  in  a  merciful¬ 
ly  unsuccessful  attempt  to  hijack  or  destroy 
aeroplanes.  It  was  a  vivid  and  uncomfort¬ 
able  reminder  of  how  little  accommoda¬ 
tion  with  the  group  is  achieving. 

Relations  between  Mr  Sharif  and  the 
army  chief  (also  called  Sharif,  General  Ra- 
heel  Sharif)  were  always  going  to  be 
fraught.  The  worry  is  that  the  prime  minis¬ 
ter  is  causing  bad  blood  without  achieving 
much  as  a  result. 

Last  June  he  took  the  momentous  deci¬ 
sion  to  charge  a  former  army  chief  with 
treason.  If  the  general  is  found  guilty  it 
would  be  a  huge  step  towards  ending  the 
army’s  culture  of  impunity.  Partly  because 
of  that,  many  people  thought  Mr  Mushar¬ 
raf  would  be  allowed  to  skip  the  country 
on  one  pretext  or  another  after  he  had 
been  indicted  by  the  special  court  on 
March  31st.  At  first,  this  did  not  happen.  The 
government  banned  the  general  from  for¬ 
eign  travel  and  his  trial  ground  slowly  on. 
But  on  June  6th,  a  high  court  in  Karachi  or¬ 
dered  Mr  Musharraf’s  name  to  be  struck 
off  the  so-called  exit-control  list,  paving  the 
way  for  him  to  leave.  The  government  can 
appeal.  But  the  verdict  clearly  helps  the 
army  in  its  struggle  with  the  government 
over  Mr  Musharraf’s  fate.  Mr  Sharif  must 
now  decide  whether  to  keep  on  fighting 
this  battle-or  capitulate. 

His  dilemma  is  that  if  falls  in  with  the 
generals  he  would  end  up  little  better  than 


Asif  Ali  Zardari,  his  rival  whose  Pakistan 
Peoples  Party  government  survived  a  full 
term  in  power  largely  by  doing  very  little. 
On  the  other  hand,  as  the  recent  row  over 
Geo  television  shows,  confrontation  car¬ 
ries  big  risks,  too. 

On  April  19th  the  private  news  chan¬ 
nel’s  leading  anchorman,  Hamid  Mir,  was 
shot  by  gunmen  in  Karachi  (he  survived). 
Geo  promptly  aired  unproven  allegations 
by  Mr  Mir’s  brother  that  the  attack  had 
been  ordered  by  Zaheer-ul-Islam,  the  gen¬ 
eral  in  charge  of  the  Inter-Services  Intelli¬ 
gence  directorate  (isi),  the  powerful  mili¬ 
tary-espionage  agency  (which  denied 
involvement). 

The  station’s  claim  precipitated  a  split 
between  military  and  civilian  leaders. 
General  Sharif  visited  isi  headquarters 
and  lauded  “the  contributions  and  sacri¬ 
fices  of  its  officers”.  Mr  Sharif  rushed  to  Mr 
Mir’s  bedside,  supposedly  telling  confi¬ 
dants  that  he  would  rather  be  ousted  in  a 
coup  than  allow  Geo  to  be  closed  down. 

In  the  event,  the  army  got  its  way  after 
an  ugly  period  in  which  Geo’s  journalists 
were  harassed,  the  station  sued  the  isi  for 
defamation  and  its  commercial  rivals  ac¬ 
cused  it  of  everything  from  blasphemy  to 
being  “anti-state”.  On  June  6th  Geo’s 
broadcasting  licence  was  suspended  for  15 
days  and  it  was  ordered  to  pay  a  fine.  That  it 
took  seven  weeks  to  shut  the  station  down 
showed  how  much  military  power  has  di¬ 
minished.  But  the  fight  inflicted  consider¬ 
able  damage  on  the  civilian  authorities. 

That  damage  has  been  made  worse  by 
the  behaviour  of  some  politicians.  Coups 
had  been  thought  to  be  things  of  the  past 
because  Pakistan’s  veteran  political  lead¬ 
ers  had  at  last  learned  to  stand  together 
against  the  army,  whatever  the  differences 
between  them.  Mr  Sharif  resisted  the 
temptation  to  bring  down  Mr  Zardari  dur¬ 
ing  his  unsteady  five  years  in  power  and  to-  ►► 
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►  day  Mr  Zardari  is  returning  the  favour.  But 
Imran  Khan,  whose  Pakistan  Tehreek-e-In- 
saf  party  won  the  second-largest  number 
of  votes  at  last  year’s  election,  is  not  play¬ 
ing  the  same  game.  At  huge  rallies,  the  for¬ 
mer  cricketer  claims  Mr  Sharif  stole  last 
year’s  election  and  says  he  will  bring  the 
government  down. 

Mr  Sharif’s  political  problems  have 
been  compounded  by  the  generals’  efforts 
to  undermine  his  policy  of  dealing  softly- 
softly  with  the  Pakistani  Taliban.  General 
Sharif  has  been  gradually  escalating  what 
the  army  describes  as  “retaliatory  strikes” 
in  North  Waziristan.  The  political  risk  for 
Mr  Sharif  in  going  along  with  such  a  crack¬ 
down  are  anyway  fading  as  it  becomes 
clearer  that  peace  talks  (agreed  to  by  Mr 
Sharif  in  March  and  relentlessly  promoted 
by  Mr  Khan)  are  not  working.  The  military 
build-up  is  thus  likely  to  continue  whether 
or  not  Mr  Sharif  gives  the  army  the  full- 


throated  support  its  generals  want. 

The  upshot  of  all  this  has  been  to  weak¬ 
en  the  prime  minister  and  poison  relations 
between  the  government  and  the  army 
just  when  Pakistan  faces  some  big  strategic 
decisions.  In  India  there  is  a  new 
nationalist  government  and  talk  of  pro¬ 
gress  on  energy,  trade  and  visas.  Afghani¬ 
stan  will  soon  have  a  new  president  as  it 
prepares  for  life  without  nato  combat 
troops.  Potentially,  this  could  give  Pakistan 
a  chance  to  break  out  of  its  often  defensive 
prickliness.  Mr  Sharif  says  he  wants  good 
relations  with  his  two  neighbours  and  an 
end  to  the  arms  race  with  India  on  which 
both  countries  have  frittered  away  their  re¬ 
sources.  But  so  long  as  he  is  embroiled  in 
disputes  with  the  army-institutionally 
suspicious  of  India  and  addicted  to  con¬ 
trolling  Afghanistan  through  Islamist  prox¬ 
ies— his  government  seems  unlikely  to  rise 
to  the  occasion.  ■ 


South  Korea's  most  wanted  man 

Yoo  who? 


SEOUL 

A  pastor-turned-photographer  is  the  chief  suspect  in  a  deadly  ferry  accident 


FLASHED  across  television  screens  and 
pasted  in  village  buses,  posters  depict 
Yoo  Byung-eun  in  various  disguises.  The 
reward  for  tip-offs,  recently  increased  to 
500m  won  ($491,000),  is  the  highest  ever 
offered  for  a  fugitive  in  South  Korea.  The 
manhunt  is  now  in  its  fourth  week  and  is  a 
constant  reminder  of  a  tragedy  that  still 
haunts  the  government  of  Park  Geun-hye. 

Mr  Yoo  is  wanted  on  charges  of  tax  eva¬ 
sion,  embezzlement  and  negligence  in  con¬ 
nection  with  the  nation’s  deadliest  mari¬ 
time  disaster  in  decades.  On  April  16th  the 
Sewol  ferry  sank  on  its  way  to  Jeju,  a  popu¬ 
lar  resort,  claiming  the  lives  of  almost  300 


passengers,  many  of  them  schoolchildren. 
In  a  raid  on  the  offices  of  Chonghaejin  Ma¬ 
rine,  the  firm  that  operated  the  ferry,  police 
found  an  organogram  with  Mr  Yoo  at  its 
head  and  a  payroll  in  his  name. 

Mr  Yoo  is  hard  to  pin  down.  He  has  re¬ 
fused  many  summonses  since  mid-May 
(as  have  his  family,  though  his  daughter 
has  been  arrested  in  France)  and  is  now 
eluding  a  dragnet  involving  50,000  police 
officers.  He  has  long  kept  a  low  profile— he 
is  known  in  South  Korea  as  the  “billionaire 
with  no  face”— while  honing  a  dozen  fuzzy 
identities.  On  his  website  Mr  Yoo  describes 
himself  as  “inventor,  entrepreneur,  philan- 
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thropist,  environmental  activist,  martial 
artist,  painter,  sculptor,  poet,  and  photogra¬ 
pher”. 

In  the  last  of  these  guises  he  is  well 
known,  in  the  art  world  at  least.  Mr  Yoo  in¬ 
sists  he  was  not  involved  in  Chonghaejin 
Marine  (though  he  confirms  that  his  sons 
have  a  majority  stake  in  it).  He  claims  to 
have  spent  the  past  four  years  taking  2.6m 
photographs  of  nature  from  one  window. 
His  artist’s  name,  Ahae,  is  etched  in  stone 
at  the  Louvre  in  Paris,  as  one  of  its  patrons; 
he  has  exhibited  his  prints  (at  his  own  ex¬ 
pense)  there  and  at  the  Palace  of  Versailles. 
Rumours  are  swirling  that  the  Sewol’s  re¬ 
modelling,  thought  to  have  weakened  the 
overloaded  ferry,  was  for  a  display  of  Mr 
Yoo’s  photography. 

Less  often  on  show  is  his  leadership  of 
the  Evangelical  Baptist  Church,  a  Christian 
sect  founded  by  his  father-in-law  in  1962 
(domain  name:  God.com).  The  grisly  mur¬ 
der-suicide  of  32  followers  of  an  offshoot 
cult,  found  bound  and  gagged  in  a  factory 
in  1987,  did  not  implicate  Mr  Yoo.  But  a 
shipping  firm  he  owned,  Semo,  received 
money  from  the  sect.  He  was  later  impris¬ 
oned  for  funnelling  church  funds  to  his 
business  empire.  Prosecutors  now  suspect 
donations  from  the  sect’s  members  were 
also  used  by  Chonghaejin  Marine,  Semo’s 
successor.  Many  employees  are  among  the 
20,000  members  of  Mr  Yoo’s  sect. 

It  is  not  unusual  in  South  Korea  for  reli¬ 
gion  and  business  to  thrive  together.  The 
Unification  Church  (better  known  as  the 
Moonies)  owns  media  outlets  and  a  food 
conglomerate.  Cho  Yong-gi,  the  pastor  of 
Korea’s  biggest  mega-church,  came  under 
scrutiny  in  2011  for  the  alleged  embezzle¬ 
ment  of  23  billion  won  from  church  funds. 
The  Yoo  family,  thought  to  hold  240  billion 
won,  controls  30  companies,  from  paints 
to  publishing. 

The  Evangelical  Baptist  Church  decries 
the  hunt  for  Mr  Yoo  as  scapegoating.  But  it 
is  grist  to  the  mill  of  President  Park.  Her  ap¬ 
proval  rating  fell  from  60%  in  early  April  to 
46%  after  the  ferry  disaster,  her  lowest  yet. 
This  week  the  captain  and  crew,  who  aban¬ 
doned  ship,  went  on  trial  on  murder  char¬ 
ges.  But  they  are  “small  fry”,  says  Pyo 
Changwon,  a  former  professor  at  the  Na¬ 
tional  Police  Academy.  Ms  Park  says  the 
Yoo  family  is  the  “root  cause”  of  the  trage¬ 
dy.  If  he  is  found  guilty,  Mr  Yoo  would  need 
to  compensate  victims  from  his  personal 
kitty  (as  his  shipping  firm  is  so  indebted). 

The  scale  of  the  hunt,  says  Mr  Pyo, 
smacks  of  “desperation”  and  of  the  gov¬ 
ernment’s  need  to  show  it  is  doing  its  ut¬ 
most.  But  there  are  risks  for  the  govern¬ 
ment,  too:  last  week  prosecutors  suggested 
that  the  manhunt  is  proving  tough  because 
Mr  Yoo  has  planted  cronies  in  ministries, 
the  police  and  even  the  prosecution  ser¬ 
vice.  If  it  is  found  that  his  largesse  did  in¬ 
deed  reach  that  far,  Ms  Park  will  need  to 
brace  for  the  backlash.  ■ 
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Vietnam  and  the  South  China  Sea 

Rigged 


HANOI 

Comradely  relations  go  from  bad  to 
worse 

V'lETNAM  and  China  share  a  long  his¬ 
tory  of  enmity-and  of  managing  to 
patch  things  up  when  they  go  wrong.  But 
their  latest  dispute  is  not  running  true  to 
form. 

Vietnam  was  taken  aback  in  early  May 
when  China  parked  an  oil  rig  on  its  door¬ 
step.  The  behemoth,  which  cost  $1  billion, 
lies  17  nautical  miles  (32  km)  from  the  Para¬ 
cel  islands,  which  China  seized  from  the 
American-backed  South  Vietnamese  re¬ 
gime  in  1974,  and  about  150  nautical  miles 
from  the  Vietnamese  coast.  Vietnam’s 
leaders  say  the  rig  is  inside  their  200-mile 
exclusive  economic  zone  as  defined  by  in¬ 
ternational  law.  They  wanted  to  settle  the 
dispute  quickly  through  negotiations.  But 
China  is  said  to  have  rebuffed  requests  for 
a  summit  and  talks  between  lower-rank¬ 
ing  officials  went  nowhere. 

Now,  the  prospect  of  a  quiet  resolution 
looks  increasingly  remote.  As  the  two 
countries’  boats  circle  each  other  near  the 
rig,  diplomats  from  both  sides  are  circulat¬ 
ing  complaints  to  the  un.  It  is  an  unusual 
move  for  China,  which  normally  eschews 
international  bodies  in  its  disputes  with 
other  countries.  The  South  China  Morning 
Post,  a  newspaper  based  in  Hong  Kong,  re¬ 
ported  on  June  9th  that  China  had  tempo¬ 
rarily  banned  its  state-owned  firms  from 
bidding  on  new  contracts  in  Vietnam.  That 
followed  two  days  of  anti-Chinese  riots  in 
mid-May,  in  which  four  Chinese  workers 
were  killed,  and  the  sinking,  in  late  May,  of 
a  wooden  Vietnamese  fishing  boat  that 
collided  with  a  Chinese  adversary. 

The  dust-up  is  among  the  worst  since 
1979,  when  Vietnam  gave  China  a  bloody 


nose  in  a  brief  border  war.  The  prime  min¬ 
ister,  Nguyen  Tan  Dung,  said  on  May  21st 
that  Vietnam  may,  like  the  Philippines, 
challenge  China’s  territorial  claims  in  the 
South  China  Sea  in  an  international  court. 

That  could  win  Mr  Dung  domestic 
praise,  but  it  is  also  risky.  Vietnam’s  manu¬ 
facturing  sector  depends  heavily  on  im¬ 
ported  Chinese  raw  materials.  The  ruling 
Communist  Party  of  Vietnam  also  has  a 
strong  pro-China  faction  that  regards  their 
country’s  improving  ties  with  the  United 
States  with  deep  suspicion. 

The  betting  is  that  China  will  remove  its 
rig  by  mid-August,  as  planned.  But  the 
thornier  issue  of  who  owns  what  in  the 
South  China  Sea-which  the  Vietnamese 
call  the  East  Sea-is  unlikely  to  be  settled  so 
soon.  Meanwhile,  Vietnam  is  bracing  for 
short-term  economic  pain,  hsbc,  a  bank, 
reports  that  manufacturing  growth  fell 
slightly  from  April  to  May.  Foreign  invest¬ 
ment  is  helping  to  prop  the  economy  up; 
Mr  Dung  is  trying  to  assure  foreigners  that 
his  country  is  still  a  good  place  to  invest. 
But  deadly  riots  and  a  stand-off  with  China 
are  hardly  great  advertisements.  ■ 


Tsunami  defences 

The  Great  Wall  of 
Japan 

KOIZUMI,  MIYAGI  PREFECTURE 

Tsunami  protection— or  a  boondoggle 
for  builders? 

LIKE  hundreds  of  places  along  Japan’s 
i  northeast  coast,  the  village  of  Koizumi 
exists  on  maps  only.  Three  years  ago,  an 
earthquake  under  the  Pacific  Ocean  trig¬ 
gered  towering  waves  that  carried  away 
over  18,000  people  and  caused  a  melt¬ 
down  at  the  Fukushima  Dai-ichi  power 
station.  The  deluge  flattened  Koizumi  and 
drowned  40  of  its  1,800  residents.  In  a 
country  that  endures  a  tsunami  every  sev¬ 
en  years  or  so,  the  survivors  know  that  at 
some  point  another  such  calamity  will 
surely  happen. 

Japan’s  government  wasted  little  time 
announcing  a  favourite  solution:  pouring 
concrete.  A  few  months  after  the  disaster  it 
pledged  to  build  hundreds  of  seawalls  and 
breakers  in  the  three  worst-hit  prefectures 
of  Fukushima,  Miyagi  and  Iwate.  The  total 
cost  will  be  up  to  ¥1  trillion  ($9.8  billion). 
More  walls  are  planned.  A  report  by  the 
ministries  of  agriculture  and  land  said 
14,000km  of  Japan’s  35,000km  coastline 
requires  tsunami  protection. 

Seawalls  are  controversial.  They  look 
hideous  and  the  evidence  for  their  effec¬ 
tiveness  is  flimsy.  True,  Fudai,  a  village 
sheltering  behind  a  giant  concrete  shield, 
escaped  unscathed  in  2011.  But  in  the  city 
of  Kamaishi  a  $1.6  billion  breakwater,  listed 


in  the  “Guinness  Book  of  Records”  as  the 
world’s  largest,  crumbled  on  impact.  Near¬ 
ly  90%  of  existing  seawalls  along  the  north¬ 
east  coast  suffered  a  similar  fate.  Critics  say 
they  even  resulted  in  greater  damage  being 
caused  elsewhere.  “There  is  simply  no 
guarantee  that  seawalls  will  stop  every  sin¬ 
gle  tsunami,”  says  Nobuo  Shuto,  an  engi¬ 
neer  at  Tohoku  University. 

Mr  Shuto,  though  not  against  all  sea¬ 
walls,  wants  a  rethink.  So  do  many  others- 
including,  surprisingly  Akie  Abe,  the 
prime  minister’s  wife.  For  months  she  has 
been  gingerly  speaking  out  against  a  plan 
for  more  seawalls  signed  off  by  her  hus¬ 
band,  saying  it  could  damage  tourism  and 
destroy  local  ecosystems.  Last  December 
she  met  Yoshihiro  Murai,  the  governor  of 
Miyagi  Prefecture,  home  to  the  largest 
number  of  planned  seawalls.  Mr  Murai 
said  he  had  seen  too  many  people  die  in 
the  disaster  to  reverse  course.  “We  were 
not  on  the  same  page,”  lamented  Mrs  Abe. 

The  same  inflexible  response  has  greet¬ 
ed  residents  across  the  northeast,  says  Hi- 
rolco  Otsuka,  a  campaigner  who  grew  up 
near  Koizumi.  She  says  decisions  made  in 
Tokyo  are  almost  impossible  to  reverse. 
Koizumi’s  14.7-metre  wall  will  cost  ¥230111, 
replacing  an  embankment  built  after  an 
earlier  tsunami.  But  the  village  it  is  de¬ 
signed  to  protect  has  been  moved  3km  in¬ 
land.  The  wall  will  defend  rice  paddies, 
says  Masahito  Abe,  a  local  teacher. 

Even  more  puzzlingly,  the  land  ministry 
admits  the  new  structures  are  not  designed 
to  withstand  the  sort  of  seismic  event  that 
occurred  in  2011.  That  earthquake  is  consid¬ 
ered  a  once-in-a-thousand-years  calamity 
and  nothing  could  block  it,  says  a  spokes¬ 
person  for  the  ministry.  Koizumi’s  wall  is 
less  than  half  the  size  of  the  highest  wave 
that  hit  the  area  three  years  ago. 

The  walls  may  even  make  things  worse. 
The  20U  deluge  killed  Ms  Otsuka’s  mother 
and  her  brother’s  two  children.  They  could 
have  been  saved  if  they  had  fled  10  metres 
up  a  hill  behind  their  house,  she  insists. 
They  didn’t  run  because  they  thought  the 
seawall  would  protect  them.  ■ 
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Banyan  |  Across  the  Himalayas 


Narendra  Modi  is  both  pro-business  and  a  staunch  nationalist.  How  will  he  deal  with  China? 


GLOOMY  foreign-policy  analysts  in  Beijing  look  at  Narendra 
Modi,  India’s  new  prime  minister,  and  see  a  subcontinental 
version  of  his  Japanese  counterpart,  Shinzo  Abe.  Two  right-wing 
nationalists,  elected  on  platforms  of  restoring  economic  growth 
and  national  pride,  both  need  to  act  tough  in  their  countries’  terri¬ 
torial  disputes  with  China.  Mr  Abe’s  tenure  has  marked  a  nadir  in 
China’s  relations  with  one  big  neighbour;  so  Mr  Modi’s  victory 
does  not  look  good  for  China,  either.  That  is  one  view.  But  other 
Chinese  thinkers  are  cheerier,  applauding  an  apparently  chum¬ 
my  meeting  this  week  in  Delhi  between  Mr  Modi  and  China’s  for¬ 
eign  minister,  Wang  Yi.  Writing  in  the  Communist  Party’s  Global 
Times  newspaper,  Liu  Zongyi,  of  the  Shanghai  Institute  for  Inter¬ 
national  Studies,  even  predicted  that  Mr  Modi  is  less  likely  to  be 
“India’s  Abe”  than  its  “Nixon”-a  right-wing  leader  who  over¬ 
comes  distrust  to  transform  relations  with  China. 

The  Modi-as-Abe  camp  can  point  to  a  tub-thumping  speech 
Mr  Modi  made  during  the  election  campaign  in  the  north-eastern 
state  of  Arunachal  Pradesh,  which  China  briefly  invaded  in  a 
bloody  border  war  in  1962  and  over  which  it  still  claims  sover¬ 
eignty.  Mr  Modi  was  forthrightly  patriotic:  “I  swear  in  the  name 
of  the  soil  that  I  will  protect  this  country.”  And  sure  enough,  this 
week  it  was  reported  that  India  is  to  fortify  54  new  border  posts. 
In  a  foreign-policy  speech  last  October,  Mr  Modi  referred  to  “Self- 
Deception”,  a  book  by  his  party  colleague,  Arun  Shourie,  which 
ridiculed  Indian  governments’  weak-kneed  response  to  Chinese 
territorial  encroachment,  and  called  for  India  to  “knit  a  network 
of  alliances”  to  stand  up  to  China. 

China’s  leaders  were  not  invited  to  Mr  Modi’s  inauguration 
last  month.  But  in  a  front  seat  was  Lobsang  Sangay,  formal  head 
of  the  exiled  Tibetan  government-in-exile,  which  is  based  in  In¬ 
dia,  is  loyal  to  the  Dalai  Lama  and  reviled  by  China  as  splittist. 
This  suggests  the  new  Indian  government  may  be  more  willing  to 
rile  China  than,  for  example,  the  one  in  2008,  when  China  parad¬ 
ed  the  Olympic  torch  in  Delhi  ahead  of  the  games  in  Beijing.  Anx¬ 
ious  not  to  offend  its  neighbour,  India  deployed  over  20,000 
troops  to  protect  the  torch  from  possible  Tibetan  protesters. 

Moreover,  as  if  to  confirm  his  ideological  kinship  with  Mr  Abe, 
Mr  Modi  has  announced  that  he  will  visit  him  in  Tokyo  on  his 
first  important  foreign  trip  in  office.  Mr  Abe  has  recently  been  sug¬ 


gesting  that  Japan  needs  to  play  a  bigger  role  in  regional  security, 
and  hinting  at  the  beginnings  of  what  looks  like  an  anti-China 
front.  He  has  made  no  secret  of  his  admiration  for  Mr  Modi— 
drawing  attention,  for  example,  to  his  Twitter  account.  He  “fol¬ 
lows”  only  three  people:  his  wife;  a  conservative  writer  and  poli¬ 
tician;  and  Mr  Modi. 

Yet  the  tenor  of  this  week’s  visit  by  the  foreign  minister,  Mr 
Wang,  made  clear  that  Mr  Modi  will  not  lightly  let  India  be  drawn 
into  overt  antagonism  with  China.  According  to  the  Chinese  ac¬ 
count,  Mr  Modi  said  he  “cherishes  a  friendly  feeling  toward  Chi¬ 
na”.  His  priority,  after  all,  is  reviving  growth  and  China  is  India’s 
largest  trading  partner,  as  well  as,  for  Mr  Modi,  an  economic  role- 
model.  He  visited  China  several  times  as  chief  minister  of  Guja¬ 
rat.  His  first  trip  was  a  personal  “study  tour”,  bereft  of  protocol  but 
equipped  with  a  notebook  and  pencil.  Like  Chinese  Communist 
leaders,  Mr  Modi  likes  to  get  things  done. 

So  Mr  Wang  talked  up  the  potential  for  economic  co-operation 
(“the  emerging  tip  of  a  massive  buried  treasure”)  though  trade  ac¬ 
tually  fell  slightly  last  year.  China  likes  to  talk  of  the  complemen¬ 
tarity  of  the  two  economies,  coupling  China’s  manufacturing 
might  to  India’s  strength  in  services.  Mr  Modi  realises  that,  to 
create  growth  and  jobs,  India  needs  to  compete  with  China  as  a 
manufacturer. 

Economic  competition  does  not  preclude  political  co-opera¬ 
tion,  nor  Mr  Modi’s  turning  out  to  be  India’s  Nixon.  He  has  two 
advantages  over  his  predecessor,  Manmohan  Singh,  in  dealing 
with  China.  One  is  his  reputation  as  a  hardline  defender  of  Indi¬ 
an  rights— in  contrast  to  Mr  Singh,  who  was  mocked  by  oppo¬ 
nents  as  a  mild-mannered  weakling.  The  second  is  that  his  Bhara¬ 
tiya  Janata  Party  has  less  reason  to  be  traumatised  by  the 
humiliation  India  suffered  in  1962,  when  Congress  was  in  power. 

Give  them  an  inch... 

Since  1988,  when  the  two  countries  agreed  to  get  on  with  improv¬ 
ing  relations  in  other  spheres,  they  have  been  inching  painfully 
towards  a  solution  to  the  disputed  border,  more  than  3,000km 
(1,900  miles)  long.  They  are  working  on  demarcating  the  de  facto 
boundary.  And  a  deal  has  long  been  on  the  table-in  essence  the 
two  sides  simply  keep  what  they  have.  Two  big  obstacles  stand  in 
the  way.  First,  China  is  no  longer  content  with  what  it  has.  Of  14 
contested  sections  of  the  border,  one  especially  seems  to  matter: 
Tawang  in  Arunachal  Pradesh.  It  was  there  that  the  1962  war  start¬ 
ed.  It  is  also  the  site  of  an  important  Tibetan  monastery,  and  the 
birthplace  of  the  6th  Dalai  Lama.  Facing  uncertainty  in  Tibet 
when  the  present  Dalai  Lama  (the  14th)  dies,  China  now  seems 
intent  on  controlling  such  a  sensitive  site. 

The  second  obstacle  is  the  political  difficulty  both  countries 
would  have  in  persuading  public  opinion  to  accept  big,  if  notion¬ 
al,  territorial  concessions.  For  India  it  would  mean  flouting  a  par¬ 
liamentary  resolution  passed  after  the  defeat  in  1962  that  declared 
“India  will  recover  each  inch  of  territory  lost  to  the  Chinese.”  No 
Indian  prime  minister  could  ignore  such  a  call  to  arms-unless  he 
were  absolutely  sure  no  one  would  impugn  him  as  weak,  unpa¬ 
triotic  or  pro-China.  Mr  Modi  might  fit  that  bill.  But  reaching  a  for¬ 
mal  settlement  with  China  is  probably  a  long  way  down  his  list 
of  priorities.  Neither  India’s  Abe  nor  its  Nixon,  as  far  as  relations 
with  China  are  concerned,  the  new  prime  minister  may  turn  out 
to  be  that  now  rather  unfairly  despised  creature,  Manmohan 
Singh,  mark  2— setting  aside  an  ambitious  political  settlement  in 
favour  of  an  incremental  improvement  in  commercial  ties.  ■ 
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Also  in  this  section 
40  Over-  and  under-nutrition 


Malnutrition 

The  hungry  and  forgotten 


SONGJIA  VILLAGE,  HUNAN  PROVINCE 

Growth  has  helped  millions  to  avoid  malnutrition  but  increased  obesity.  Two 
stories  look  at  the  extremes  of  China’s  diet,  starting  with  the  undernourished 


THE  propaganda  message,  scrawled  in 
white  paint  on  the  side  of  a  wood- 
frame  house,  could  hardly  be  more  blunt: 
“Cure  stupidity,  cure  poverty”.  The  cure  for 
both,  in  one  of  China’s  poorest  counties, 
seems  to  be  a  daily  nutritional  supplement 
for  children.  At  a  pre-school  centre  in  Song- 
jia,  as  in  more  than  6oo  other  poor  villages 
across  China,  children  aged  three  to  six 
gather  to  get  the  stuff  with  their  lunch.  If 
China  is  to  narrow  its  urban-rural  divide, 
thousands  more  villages  will  need  to  do 
this  much,  or  more.  Widespread  malnutri¬ 
tion  still  threatens  to  hold  back  a  genera¬ 
tion  of  rural  Chinese. 

China  used  to  have  more  undernour¬ 
ished  people  than  anywhere  in  the  world 
except  India:  about  300m,  or  30%  of  the 
population  in  1980.  Economic  growth  has 
pulled  half  of  them  out  of  poverty  and 
hunger.  But  that  still  leaves  about  150m, 
mainly  in  the  countryside.  Out  of  88m  chil¬ 
dren  aged  six  to  15  in  the  poorest  rural  ar¬ 
eas,  around  a  third  suffer  from  anaemia  be¬ 
cause  of  a  lack  of  iron,  according  to  survey 
data.  Iron  deficiency  can  stunt  brain  devel¬ 
opment,  meaning  many  of  these  children 
will  grow  up  ill-equipped  to  better  their 
lot.  “They  are  far  behind  compared  with 
urban  kids,”  says  Lu  Mai,  secretary-general 
of  China  Development  Research  Founda¬ 
tion  (cdrf),  a  government-run  charity.  Mr 
Lu  and  other  experts  have  been  prodding 
the  government  to  do  more.  The  state  sub¬ 


sidises  school  lunches  for  23m  children  in 
the  680  poorest  counties,  as  well  as  nutri¬ 
tional  supplements  for  hundreds  of  thou¬ 
sands  of  babies.  It  is  not  enough. 

Even  where  children  get  the  calories 
they  need-as  most  do  in  rural  China-they 
are  not  being  fed  the  right  things.  In  one 
study  of  1,800  infants  in  rural  Shaanxi 
province  in  China’s  north-west,  49%  were 
anaemic  and  40%  were  significantly  ham¬ 
pered  in  developing  either  cognitive  or 
motor  skills.  Fewer  than  one  in  ten  were 
stunted  or  wasting,  meaning  that  in  most 
cases  the  problem  was  not  lack  of  calories, 
but  lack  of  nutrients. 

China  shares  this  affliction  with  much 
of  the  developing  world.  But  it  has  the  re- 
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sources  to  respond.  Parents  have  the 
means  to  feed  their  babies  properly.  And 
with  a  relatively  modest  investment,  the 
government  could  do  a  better  job  of  im¬ 
proving  childhood  nutrition.  The  difficul¬ 
ties  lie  in  educating  parents-and  officials. 

“Babies  are  probably  50%  malnour¬ 
ished”  in  poor  rural  areas,  says  Scott  Ro- 
zelle,  co-director  of  the  Rural  Education  Ac¬ 
tion  Programme  (reap),  a  research  outfit  at 
Stanford  University  which  has  done  exten¬ 
sive  tests  on  anaemia  in  rural  China.  “But 
almost  no  mums  are  malnourished.”  Mr 
Rozelle  says  that  in  one  of  his  surveys  rural 
mothers  showed  a  better  understanding  of 
how  to  feed  pigs  than  babies:  71%  said  pigs 
need  micronutrients,  whereas  only  20% 
said  babies  need  them. 

Mr  Lu’s  charity  and  reap  argue  that  a 
nutritional  supplement  called  ying  yang 
bao  should  be  available  to  rural  mothers.  A 
powdery  concoction  of  soyabeans,  iron, 
zinc,  calcium  and  vitamins,  it  is  supposed 
to  be  sprinkled  on  food  once  a  day.  Each 
packet  costs  less  than  one  yuan  (16  cents)  to 
produce  and  one  yuan  to  distribute,  paid 
by  the  government. 

Trials  conducted  since  2006  have  con¬ 
sistently  shown  that  yingyang  bao  reduces 
anaemia  and  improves  growth  and  devel¬ 
opment  in  infants  and  toddlers.  But  per¬ 
suading  parents  of  this  (or  grandparents,  if 
the  parents  are  off  working  in  cities)  has 
not  been  easy.  About  half  give  up  feeding  it 
to  their  children.  “Poor  people  feel  very 
suspicious”,  Mr  Lu  says.  They  wonder  if 
free  supplements  are  unsafe,  or  fake.  “Then 
they  worry  will  we  charge  later?” 

This  may  be  the  legacy  in  rural  China  of 
years  of  seeing  government  invest  little — 
and  often  charge  a  lot-for  basic  services. 
Moreover,  at  the  local  level  the  workers 
who  are  meant  to  help  mothers  may  well 
be  family-planning  officials  responsible  ►► 
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►  for  controlling  population,  a  role  that  hard¬ 
ly  inspires  trust. 

At  higher  levels  of  government,  too,  offi¬ 
cials  need  a  lot  of  persuading  that  nutrition 
programmes  are  not  a  waste  of  public 
money.  In  2011  China  began  instituting  a 
programme  similar  to  America’s  federal 
school-lunch  programme  for  the  poor,  at  a 
cost  of  16  billion  yuan  ($2.6  billion)  a  year. 
But  one  assessment  suggests  that  perhaps 
half  the  schools  are  providing  substan¬ 
dard,  uncooked  meals,  partly  because 
some  local  governments  refuse  to  foot  the 
bill  for  kitchens  and  cooks. 

In  2012  the  health  ministry  made  a 
modest  investment  of  100m  yuan  to  pro¬ 
vide  supplements  to  270,000  babies  in  100 
counties.  This  year  400,000  babies  in  300 
counties  are  meant  to  get  them.  Later  this 
year  Mr  Lu’s  charity  will  begin  a  tiny  pilot 
of  an  early-parenting  programme,  akin  to 
America’s  Head  Start,  in  50  villages,  with 
50  more  villages  being  used  for  controlled 
comparison.  James  Heckman,  an  econo¬ 
mist  and  Nobel  laureate  who  has  re¬ 
searched  early-childhood  development,  is 
helping  design  the  study.  Such  pro¬ 
grammes  look  promising.  But  they  are  tiny. 

Part  of  the  problem  in  getting  local  or 
provincial  governments  to  spend  money 
on  childhood  nutrition  is  that  the  payoffs 
are  years  in  the  making.  And  the  returns 
might  not  go  to  the  village  or  province,  but 
to  cities  miles  away,  in  the  form  of  more 
skilled  workers  who  move  there.  Central 
ministries  are  keen  to  invest,  Mr  Lu  says, 
but  they  want  to  spend  their  cash  on  things 
that  officials  crave  more  than  children  do- 
like  buildings  in  villages  for  each  ministry. 

For  Mr  Lu  one  kind  of  building  does 
promise  a  big  payoff-village  early-educa- 
tion  centres,  or  preschools.  His  charity  has 
set  them  up  in  677  villages,  often  using  re¬ 
dundant  elementary  schools.  In  Songjia 
village  Tian  Lin,  22,  and  her  older  sister, 
Tian  Hongjiao,  teach  26  children  aged 
three  to  six,  including  the  younger  sister’s 
own  three-year-old  son.  They  cook  lunch 
with  whatever  the  children  bring  from 
home.  Those  with  migrant-worker  parents, 
who  are  a  bit  better  off,  may  have  a  chunk 
of  pork;  others  bring  a  meagre  potato  or 
vegetable.  Either  way  all  the  children  get  a 
ying  yang  bao  with  their  lunch. 

In  2012  a  study  found  the  anaemia  rate 
among  the  three-  to  five-year-olds  in  this 
county  was  close  to  18%,  more  than  twice 
the  average  for  poor  rural  areas  nation¬ 
wide,  according  to  Mr  Lu’s  cdrf.  He  reck¬ 
ons  that,  on  coming  to  the  centres,  the  chil¬ 
dren  show  only  20%  of  the  memory 
retention  of  their  urban  counterparts  and 
40-60%  of  their  language  abilities  and  cog¬ 
nition.  But  nutritional  supplements  help.  A 
study  of  nine-  and  ten-year  olds,  co-written 
by  Mr  Rozelle,  found  that  taking  a  daily 
chewable  vitamin  with  iron  for  six  months 
not  only  cut  anaemia  levels.  It  also  im¬ 
proved  their  maths.  ■ 
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Obesity 

Chubby  little  emperors 

BEIJING 

Why  China  is  under-  and  over-nourished  at  the  same  time 


MORE  than  2,000  years  ago  “Huangdi 
Neijing”,  a  classic  Chinese  medical 
text,  identified  obesity  as  a  disease 
caused  by  eating  too  much  “fatty  meats 
and  polished  grains”.  Until  a  generation 
ago  such  a  diet  was  an  extravagance 
beyond  imagination  for  all  but  the  elite. 
But  the  Chinese  waistline  has  since  ex¬ 
panded,  and  at  an  alarming  rate. 

More  than  a  quarter  of  the  adult  pop¬ 
ulation,  or  roughly  350m  people,  is  over¬ 
weight  or  obese  (more  than  60m  squeeze 
into  the  latter  camp).  That  is  at  least  twice 
as  many  as  are  under-nourished.  With 
rising  incomes  and  more  diverse  diets, 
Chinese  people  are  consuming  much 
more  fatty  food  and  fizzy  drinks.  Meals 
now  contain  more  than  twice  as  much  oil 
and  meats  as  in  the  1980s. 

This  is  producing  a  health  calamity, 
both  in  heart  disease  (which  now  ac¬ 
counts  for  over  a  third  of  deaths)  and  in  a 
less-noticed  explosion  of  diabetes,  which 
is  closely  linked  to  obesity.  The  preva¬ 
lence  of  diabetes  has  grown  more  than 
tenfold  during  the  past  three  decades. 
According  to  a  recent  national  survey, 
11.6%  of  Chinese  adults  are  diabetic,  a 
share  almost  as  high  as  in  America, 
whose  obesity  rate  is  much  greater. 

With  a  catastrophic  famine  still  in 
living  memory,  it  is  little  surprise  that 
Chinese  people  have  developed  a  taste 
for  foods  rich  in  fats  and  sugars.  Fan 
Zhihong  of  the  Chinese  Nutrition  Society 
says  people  who  lived  through  the  fam¬ 
ine  of  the  Great  Leap  Forward  and  the 
food  shortages  of  the  Cultural  Revolution 
were  keen  to  stop  eating  the  coarse  grains 
of  the  “dark  old  days”  and  have  acquired 
a  taste  for  refined  grains  and  flour  which 
are  accomplices  to  diabetes.  Xiang 
Hongding,  a  diabetes  doctor  at  Peking 
Union  Medical  College  Hospital,  says 
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“some  felt  they’d  better  eat  the  good  food 
now  before  it’s  too  late.”  Nearly  one  in 
five  Chinese  aged  60  years  and  over  is 
diabetic,  twice  the  national  rate. 

The  Chinese  are  not  actually  eating 
more  as  they  get  richer:  the  average  daily 
intake  has  dropped  a  little  over  the  past 
ten  years,  from  2400  calories  in  2002  to  a 
little  more  than  2,000  today.  This  sug¬ 
gests  that  a  sedentary  lifestyle  may  be 
hurting  people’s  health  as  much  as 
changes  in  diet.  Rapid  urbanisation 
means  more  people  are  leaving  the  fields 
to  work  in  less  strenuous  manufacturing 
jobs.  Meanwhile  in  the  cities,  walking 
and  biking  have  been  replaced  by  driving 
cars  and  sitting  on  public  transport. 
Recent  surveys  show  that  less  than  10%  of 
urban  dwellers  exercise  regularly. 

Childhood  obesity  has  grown  hugely 
in  richer  coastal  cities.  During  summer 
breaks  parents  send  off  their  pudgy  little 
emperors  to  weight-loss  camps  that  have 
sprung  up  everywhere.  The  exam-orient¬ 
ed  education  system  doesn’t  help  matters 
either:  although  schools  are  required  to 
set  aside  at  least  an  hour  for  exercise 
every  day,  they  routinely  cancel  gym 
classes  to  make  room  for  other  courses.  In 
May  the  Lancet,  a  medical  journal,  pub¬ 
lished  a  study  showing  that  the  obesity 
rate  among  Chinese  boys  is  6.9%,  almost 
twice  as  high  as  that  among  adult  men. 

Perhaps  the  most  surprising  conse¬ 
quence  of  urbanisation  is  that  obesity  is 
expanding  even  faster  in  rural  China  than 
in  the  cities.  Households  on  the  fringes  of 
cities  are  especially  vulnerable:  with 
farmland  sold  for  development,  many 
dispossessed  farmers  now  spend  their 
days  sitting  around  and  eating  fatty 
meals.  In  2012  public-health  experts  gave 
a  warning  that  villages  around  Beijing 
might  soon  see  their  diabetes  rates  sur¬ 
pass  rates  in  the  capital.  In  the  same  year 
a  report  by  the  health  ministry  showed 
that,  from  2005  to  2010,  toddlers  in  rural 
areas  were  getting  overweight  or  obese 
faster  than  toddlers  in  cities.  Yet  under¬ 
nutrition  was  not  disappearing.  Rural 
rates  of  underweight  and  stunted  chil¬ 
dren  were  still  persistently  three  to  four 
times  higher  than  among  their  urban 
counterparts. 

That  means  the  countryside  is  under¬ 
nourished  and  over-nourished  at  the 
same  time.  One  is  better  than  the  other. 
But  with  spending  on  diabetes  account¬ 
ing  for  $25  billion  in  2010,  or  13%  of  the 
bills  for  health,  over-nourishment  is  still 
an  extravagance  China  can  ill  afford. 
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The  Islamic  State  of  Iraq  and  Greater  Syria 

Two  Arab  countries  fall  apart 


An  extreme  Islamist  group  that  seeks  to  create  a  caliphate  and  spreadjihad  across 
the  world  has  made  dramatic  advances  on  both  sides  of  the  Syrian-Iraqi  border 


WHOEVER  chose  the  Twitter  handle 
“Jihadi  Spring”  was  prescient.  Three 
years  of  turmoil  in  the  region,  on  the  back 
of  unpopular  American-led  wars  in  Iraq 
and  Afghanistan,  have  benefited  extreme 
Islamists,  none  more  so  than  the  Islamic 
State  of  Iraq  and  Greater  Syria  (isis),  a 
group  that  outdoes  even  al-Oaeda  in  bru¬ 
tality  and  fanaticism.  In  the  past  year  or  so, 
as  borders  and  government  control  have 
frayed  across  the  region,  isis  has  made 
gains  across  a  swathe  of  territory  encom¬ 
passing  much  of  eastern  and  northern  Syr¬ 
ia  and  western  and  northern  Iraq.  On  June 
10th  it  achieved  its  biggest  prize  to  date  by 
capturing  Mosul,  Iraq’s  second  city,  and 
most  of  the  surrounding  province  of  Nine¬ 
veh.  The  next  day  it  advanced  south  to¬ 
wards  Baghdad,  the  capital,  taking  several 
towns  on  the  way.  Ministers  in  Iraq’s  gov¬ 
ernment  admitted  that  a  catastrophe  was 
in  the  making.  A  decade  after  the  Ameri¬ 
can  invasion,  the  country  looks  as  fragile, 
bloody  and  pitiful  as  ever. 

After  four  days  of  fighting,  Iraq’s  securi¬ 
ty  forces  abandoned  their  posts  in  Mosul 
as  isis  militiamen  took  over  army  bases, 
banks  and  government  offices.  The  jihad- 
ists  seized  huge  stores  of  American-sup¬ 
plied  arms,  ammunition  and  vehicles,  ap¬ 
parently  including  six  Black  Hawk  heli¬ 
copters  and  500  billion  dinars  ($430m)  in 
freshly  printed  cash.  Some  500,000  people 
fled  in  terror  to  areas  beyond  isis’s  sway. 

The  scale  of  the  attack  on  Mosul  was 
particularly  audacious.  But  it  did  not  come 


out  of  the  blue.  In  the  past  six  months  isis 
has  captured  and  held  Falluja,  less  than  an 
hour’s  drive  west  of  Baghdad;  taken  over 
parts  of  Ramadi,  capital  of  Anbar  province; 
and  has  battled  for  Samarra,  a  city  north  of 
Baghdad  that  boasts  one  of  Shia  Islam’s 
holiest  shrines.  Virtually  every  day  its 
fighters  set  off  bombs  in  Baghdad,  keeping 
people  in  a  state  of  terror. 

As  The  Economist  went  to  press,  it  was 
reported  to  have  taken  Tikrit,  Saddam  Hus¬ 
sein’s  home  town,  only  140km  (87  miles) 
north-west  of  Baghdad.  The  speed  of  isis’s 
advance  suggested  that  it  was  co-operating 
with  a  network  of  Sunni  remnants  from 
Saddam’s  underground  resistance  who 
opposed  the  Americans  after  2003  and 
have  continued  to  fight  against  the  Shia- 
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dominated  regime  of  Nuri  al-Maliki  since 
the  Americans  left  at  the  end  of  201L 

It  was  barely  a  year  ago,  in  April  2013, 
that  isis  announced  the  expansion  of  its 
operations  from  Iraq  into  Syria.  By  chang¬ 
ing  its  name  from  the  Islamic  State  of  Iraq 
(isi)  by  adding  the  words  “and  al-Sham”, 
translated  as  “the  Levant”  or  “Greater  Syr¬ 
ia”,  it  signified  its  quest  to  conquer  a  wider 
area  than  present-day  Syria. 

Run  by  Abu  Bakr  al-Baghdadi,  an  Iraqi 
jihadist,  isis  may  have  up  to  6,000  fighters 
in  Iraq  and  3,000-5,000  in  Syria,  including 
perhaps  3,000  foreigners;  nearly  a  thou¬ 
sand  are  reported  to  hail  from  Chechnya 
and  perhaps  500  or  so  more  from  France, 
Britain  and  elsewhere  in  Europe. 

It  is  ruthless,  slaughtering  Shia  and  oth¬ 
er  minorities,  including  Christians  and 
Alawites,  the  offshoot  to  which  Syria’s 
president,  Bashar  Assad,  belongs.  It  sacks 
churches  and  Shia  shrines,  dispatches  sui¬ 
cide-bombers  to  market-places,  and  has  no 
regard  for  civilian  casualties. 

Its  recent  advances  would  have  been 
impossible  without  isis’s  control  since 
January  of  the  eastern  Syrian  town  of 
Raqqa,  a  testing  ground  and  stronghold 
from  which  it  has  made  forays  farther 
afield.  It  has  seized  and  exploited  Syrian 
oilfields  in  the  area  and  raised  cash  by  ran¬ 
soming  foreign  hostages. 

Rather  than  fight  simply  as  a  branch  of 
al-Oaeda  (“the  base”  in  Arabic),  as  it  did  be¬ 
fore  2011,  it  has  aimed  to  control  territory, 
dispensing  its  own  brand  of  justice  and  im¬ 
posing  its  own  moral  code:  no  smoking, 
football,  music,  or  unveiled  women,  for  ex¬ 
ample.  And  it  imposes  taxes  in  the  parts  of 
Syria  and  Iraq  it  has  conquered. 

In  other  words,  it  is  creating  a  proto¬ 
state  on  the  ungoverned  territory  strad¬ 
dling  the  borderlands  between  Syria  and 
Iraq.  “This  is  a  new,  more  dangerous  strat¬ 
egy  since  2011,”  says  Hassan  Abu  Haniyeh, 
a  Jordanian  expert  on  jihadist  movements.  ►► 
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►  If  isis  manages  to  hold  onto  its  turf  in  Iraq, 
it  will  control  an  area  the  size  of  Jordan 
with  roughly  the  same  population  (6m  or 
so),  stretching  500km  from  the  countryside 
east  of  Aleppo  in  Syria  into  western  Iraq. 

It  holds  three  border  posts  between  Syr¬ 
ia  and  Turkey  and  several  more  on  Syria’s 
border  with  Iraq.  Raqqa’s  residents  say 
Moroccan  and  Tunisian  jihadists  have 
brought  their  wives  and  children  to  settle 
in  the  city.  Foreign  preachers  have  been  ap¬ 
pointed  to  mosques,  isis  has  also  set  up  an 
intelligence  service. 

The  regimes  of  Mr  Assad  in  Syria  and 
Mr  Maliki  in  Iraq  have  played  into  isis’s 
hands  by  stoking  up  sectarian  resentment 
among  Sunni  Arabs,  who  are  a  majority  of 
more  than  70%  in  Syria  and  a  minority  of 
around  a  fifth  in  Iraq,  where  they  had  been 
dominant  under  Saddam  Hussein.  But  Mr 
Assad  has  cannily  left  isis  alone,  rightly 
guessing  it  would  start  fighting  against  the 
more  mainstream  rebels,  to  the  regime’s 
advantage.  And  he  has  highlighted  the  hor¬ 
rors  of  isis  to  the  West,  as  the  spectre  of 
what  may  come  next  were  he  to  fall. 

Two  ogres  versus  a  bunch  of  thugs 

Mr  Maliki  has  been  less  brutal  but  more 
crass  than  Mr  Assad.  By  the  end  of  2011 
American  forces  had  almost  eradicated  isi, 
as  it  still  was,  in  Iraq.  They  did  so  by  captur¬ 
ing  or  killing  its  leaders  and,  more  crucially, 
by  recruiting  around  100,000  Sunni  Iraqis 
to  join  the  Sahwa,  or  Awakening,  a  largely 
tribal  force  to  fight  isi,  whose  harsh  rules  in 
the  areas  they  controlled  had  turned  most 
of  the  people  against  it. 

But  after  the  Americans  left,  Mr  Maliki 
disbanded  the  Sahwa  militias,  breaking  a 
promise  to  integrate  many  of  them  into  the 
regular  army.  He  purged  Sunnis  from  the 
government  and  cracked  down  on  initially 
peaceful  Sunni  protests  in  Ramadi  and  Fal- 
luja  at  the  end  of  last  year.  Anti-American 
rebels  loyal  to  Saddam  and  even  Sahwa 
people  may  have  joined  isis  out  of  despair, 
feeling  that  Mr  Maliki  would  never  give 
them  a  fair  deal.  In  2012  Tariq  al-Hashemi, 
the  vice-president  who  was  Iraq’s  top  Sun¬ 
ni,  fled  abroad,  and  was  sentenced  to  death 
in  absentia.  Sunnis  feel  they  have  no  politi¬ 
cal  representation,  says  Mr  Haniyeh.  “isis 
and  al-Oaeda  are  taking  advantage  and  ap¬ 
propriating  Sunni  Islam.” 

Some  countries  in  the  region,  loathing 
Mr  Assad’s  brutality  against  civilians  and 
Mr  Maliki’s  brand  of  Shia  triumphalism, 
initially  indulged  isis.  Turkey  let  a  free  flow 
of  foreign  fighters  cross  its  borders  into  Syr¬ 
ia  until  the  end  of  last  year.  Some  Gulf 
states,  such  as  Kuwait  and  Qatar,  were 
slow  to  clamp  down  on  private  citizens 
who  have  funded  isis  and  at  first  tolerated 
or  even  applauded  its  sectarian  ire. 

The  carnage  in  Iraq,  though  not  as  nu¬ 
merically  horrendous  as  in  Syria,  has  been 
growing  ferociously,  leaving  5,400  people 
dead  this  year  alone.  According  to  some  es¬ 


timates,  isis  has  been  responsible  for  75% 
to  95%  of  all  the  attacks.  It  has  organised  a 
number  of  prison  breaks,  such  as  one  in 
2013  from  Abu  Ghraib,  whence  several 
hundred  jihadists  escaped  to  join  the  fray; 
this  week  isis  may  have  freed  some  2,500 
hardened  fighters  from  jail  in  Mosul. 

Whether  in  Iraq  or  Syria,  isis  has 
sought  to  terrify  people  into  submission. 
On  June  8th,  as  a  typical  warning  to  others, 
it  crucified  three  young  men  in  a  town  near 
Aleppo  for  co-operating  with  rival  rebels.  It 
has  kidnapped  scores  of  Kurdish  students, 
journalists,  aid  workers  and,  more  recently, 
some  Turkish  diplomats. 

Even  al-Oaeda  has  deemed  isis  too 
violent.  Ayman  Zawahiri,  leader  of  the 
core  group,  has  long  disagreed  with  Abu 
Bakr  al-Baghdadi,  isis’s  leader,  warning 
him  that  isis’s  habit  of  beheading  its  oppo¬ 
nents  and  posting  such  atrocities  on  video 
was  giving  al-Oaeda  a  bad  name. 

So  far  isis  has  been  effectively  chal¬ 
lenged  only  by  fellow  Sunnis.  It  is  locked  in 
battle  with  Jabhat  al-Nusra,  which  al- 
Oaeda  recognises  as  its  affiliate  in  Syria. 
The  two  groups  are  tussling  over  Deir  ez- 
Zor,  a  provincial  capital  between  Raqqa 
and  Anbar,  leaving  600  fighters  dead  in  the 
past  six  weeks.  Since  the  start  of  the  year, 
mainstream  Syrian  rebel  groups,  who  at 
first  welcomed  isis  for  its  fighting  ability, 
have  battled  against  it,  forcing  it  out  of  ar¬ 
eas  in  the  north-western  province  of  Idleb 
and  the  city  of  Aleppo.  Kurdish  forces  in 
the  north-east  have  done  the  same. 

Some  reckon  that  isis’s  recent  push  in 
Iraq  may  be  intended  to  bolster  its  rear¬ 
guard,  enabling  it  to  replenish  its  coffers 
and  armoury,  before  striking  back  at  the  re¬ 
bel  opposition  in  Syria.  The  more  moder¬ 
ate  rebels  are  ill-equipped  to  fight  for  ever 
against  isis;  they  say  that  half  their  forces 
have  already  been  diverted  from  the  fight 
against  Mr  Assad  to  hold  isis  at  bay. 

The  forces  best  equipped  to  face  down 
isis  may  be  Kurdish  ones:  the  Peshmerga 
guerrillas,  who  have  protected  Iraq’s  au¬ 
tonomous  Kurdish  region  for  the  past  two 


decades,  and  the  People’s  Protection  Units, 
better  known  as  the  ypg,  the  armed  wing 
of  the  Kurdistan  Workers’  Party,  which 
dominates  north-eastern  Syria.  The  Kurds’ 
regional  government  in  Iraq  has  mobilised 
its  forces  on  the  east  side  of  the  Tigris  river, 
which  runs  through  Mosul,  and  may  well 
block  isis  from  heading  east  and  north  into 
Kurdish  territory;  on  June  12th  the  Kurds 
captured  all  of  Kirkuk  city  from  fleeing 
Iraqi  forces.  Yet  Mr  Maliki  may  have  to  call 
on  the  Kurds  to  help  him  out  against  isis. 

Don’t  come  back  home 

Western  governments  are  fretting  about 
the  threat  from  some  of  their  own  citizens 
who  have  joined  the  likes  of  isis  and  may 
come  home  to  make  trouble.  On  May  28th 
Barack  Obama  asked  for  an  additional  $5 
billion  for  counter-terrorism  programmes. 
isis  people  have  not  hidden  their  intention 
to  carry  out  attacks  in  the  West  in  the  name 
of  jihad.  The  man  accused  of  killing  four 
men  dead  in  Belgium’s  Jewish  museum  on 
May  24th  was  a  veteran  of  Syria’s  war.  isis 
runs  training  camps  in  the  desert  of  eastern 
Syria.  Jordan  and  Turkey  are  worried  too. 

But  few  governments,  except  perhaps 
Iran,  are  keen  to  arm  Mr  Maliki’s  increas¬ 
ingly  nasty  and  incompetent  regime.  Last 
year  the  United  States  did  agree  to  sell  Iraq 
more  weapons,  including  F-16  fighter  jets. 
The  threat  of  terrorism  against  the  West 
may  prod  Western  governments  into  giv¬ 
ing  more  arms  and  help  to  the  anti-isis  Syr¬ 
ian  rebels.  But  helping  Mr  Maliki  more 
wholeheartedly  is  another  matter.  Mr 
Obama  has  refused  to  hit  isis  with  drones. 

In  the  long  run  the  biggest  hope  for  con¬ 
taining  isis  lies  in  its  lack  of  a  broadly  pop¬ 
ular  base.  After  all,  al-Oaeda  itself  dismal¬ 
ly  failed  to  capture  Arab  minds  during  the 
Arab  spring.  Most  Syrian  and  Iraqi  Sunnis 
do  not  wish  to  be  ruled  by  extremists.  Mo¬ 
sul  and  other  areas  may  yet  return  to  the 
hands  of  the  government.  Yet  Syrians  and 
Iraqis  are  both  trapped  between  dictators 
on  the  one  hand  and  extremists  on  the  oth¬ 
er.  An  unhappy  choice.  ■ 


Smoking  will  be  punished:  isis  burns  cigarettes  in  Raqqa 
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Israel's  new  president 

A  one-stater,  at  last 


JERUSALEM 

Israel’s  parliament  has  picked  a  head  of  state  to  buck  the  trends  of  the  past 


(  i  T?OR  the  first  time  ever,  we  have  a  pres- 

JT  ident  espousing  a  one-state  sol¬ 
ution,”  says  a  delighted  Israeli  minister. 
Choosing  between  one  candidate  aspiring 
to  divide  the  Holy  Land  into  two  separate 
states  for  Jews  and  Arabs,  and  another 
who  champions  a  single  state  with  more  or 
less  equal  rights  for  all,  Israel’s  parliament, 
the  Knesset,  voted  for  the  second.  Reuven 
Rivlin  won  63  votes  to  his  rival’s  53. 

Mr  Rivlin  (pictured  above)  replaces  the 
90-year-old  Shimon  Peres,  who  for  the  past 
two  decades  has  grappled  in  vain  for  a 
two-state  settlement.  Along  with  Binya- 
min  Netanyahu,  Israel’s  present  prime 
minister,  Mr  Rivlin  opposed  Israel’s  with¬ 
drawal  from  the  Gaza  Strip  in  2005  by  the 
then  prime  minister,  Ariel  Sharon.  Instead 
Mr  Rivlin  stayed  loyal  to  a  small  band  of 
hawkish  faithful  within  the  Likud  party 
who  refused  to  follow  Mr  Sharon  into  a 
new  one  closer  to  the  centre.  But  whereas 
Mr  Netanyahu  has  reluctantly  endorsed 
the  idea  of  a  Palestinian  state,  Mr  Rivlin  has 
never  done  so.  He  has  clung  to  the  vision  of 
Zeev  Jabotinsky,  who  aspired  to  turn  what 
was  the  British  mandate  of  Palestine  into  a 
single  state  with  equal  rights  for  Jews  and 
Arabs-with  a  presumed  Jewish  majority. 

“He’s  a  liberal,”  says  Uzi  Landau,  the 
tourism  minister  and  fellow  ideologue. 
“He  wants  one  state  with  equal  rights  for 
all,”  giving  the  vote  to  Palestinians  in  the 
West  Bank  and  Gaza.  Under  such  a  plan,  in¬ 
sists  Mr  Landau,  the  Jewish  state  could 


have  a  Palestinian  leader  if  a  majority  vot¬ 
ed  for  one,  though  “Israel’s  underlying 
character,  its  holidays  and  culture,  would 
remainjewish.” 

It  has  been  noted  that  Mr  Rivlin,  as  the 
Knesset’s  speaker,  defended  Arab  parlia¬ 
mentarians  from  Jewish  ones  who  wanted 
to  ban  them  from  the  chamber.  His  first  trip 
as  speaker  was  to  Umm  al-Fahm,  a  Muslim 
city  in  northern  Israel.  Gidi  Grinstein,  an  Is¬ 
raeli  analyst,  likens  Mr  Rivlin  to  Azmi  Bish- 
ara,  an  Arab  member  of  the  Knesset  who 
espoused  a  state  for  all  its  citizens  on  both 
sides  of  the  1967  border.  (Mr  Bishara  later 
fled  to  Qatar  after  accusations  of  treason.) 
Whereas  Mr  Peres  polished  Israel’s  image 
on  numerous  trips  abroad,  Mr  Rivlin  in¬ 
tends  to  stay  more  at  home  as  “a  president 
of  all  citizens,  Jewish  and  Arab  alike”. 

Though  Israel’s  president  has  a  largely 
ceremonial  job,  he  can  make  a  big  impact 
in  his  seven-year  term.  Since  he  can  issue 
amnesties,  he  could  block-or  endorse- 
the  mooted  release  of  Marwan  Barghouti, 
a  Palestinian  leader  in  an  Israeli  jail  who 
may  be  the  Palestinians’  most  popular  ad¬ 
vocate  of  a  two-state  solution.  Mr  Rivlin’s 
victory  may  also  boost  Israelis  who  want 
to  annex  the  West  Bank  in  whole  or  part  to 
Israel.  “He’s  signed  up,”  cheers  Naftali  Ben¬ 
nett,  the  economy  minister,  who  wants  to 
annex  the  mainly  rural  62%  of  the  West 
Bank.  “We  proved  that  the  opponents  of 
the  two-state  settlement  are  still  the  main¬ 
stream,”  smiles  a  senior  Likudnik.  ■ 


Iran  and  the  veil 

Get  it  off,  put  it  on 

A  culture  war  over  the  wearing  of  the 
veil  may  be  hotting  up 

N  FASHION-CONSCIOUS  Iranian 
households  dozens  of  colourful  head- 
scarves,  suitable  for  every  outfit  and 
season,  hang  from  a  rack  of  hijab  hooks 
by  the  door.  Though  many  Iranian  wom¬ 
en  stay  covered  even  at  home  in  the 
presence  of  male  relatives,  millions  of 
more  liberal-minded  ones  fling  off  their 
veils  as  soon  as  they  step  inside. 

A  new  social-media  campaign  called 
“My  Stealthy  Freedom”,  launched  by  an 
expatriate  Iranian  living  in  London, 
seeks  to  challenge  the  orthodoxy.  The 
Facebook  group,  which  has  attracted 
500,000  fans  in  under  a  month,  invites 
women  to  post  images  of  themselves, 
outside  and  unveiled.  Hundreds  of  them 
have  offered  up  images  at  familiar  sites, 
from  the  depths  of  Tehran’s  metro  to  the 
heights  of  Milad  Tower,  Iran’s  tallest 
building.  “I  loathe  the  hijab,”  wrote  one 
Facebooker  under  her  photograph.  “I  too 
like  my  hair  to  feel  the  sun  and  the  wind 
to  touch  my  hair.  Is  this  a  big  sin?” 

Women  in  Iran  are  compelled  to 
wear  at  least  a  headscarf  and  to  cover 
forearms  and  legs  when  outside.  But 
enforcement  of  “good  hijab”  by  Iran’s 
morality  police  has  become  a  lot  less 
rigorous  in  recent  years,  as  women  have 
pushed  the  limits  of  what  is  legal.  In 
some  restaurants  in  the  richer,  more 
liberal  neck  of  Tehran,  female  diners 
occasionally  test  the  waiters’  resolve  by 
discarding  the  veil  completely. 

But  many  Iranian  women,  irritated 
by  the  almost  gleeful  attention  the  Face- 
book  campaign  has  aroused  in  the  West¬ 
ern  media,  feel  it  is  not  the  right  way 
ahead.  “This  battle  should  not  be  fought 
by  someone  outside  Iran,”  says  a  33-year 
old  tourism  worker  in  Tehran,  who  is  no 
fan  of  the  hijab.  “Attracting  international 
attention  means  a  crackdown.”  The 
clergy  have  been  piqued  by  the  cam¬ 
paign,  since  the  hijab  is  a  symbol  of 
clerical  control. 

Iran’s  cyberpolice  are  fighting  back. 
Courts  have  moved  to  block  Instagram 
and  WhatsApp,  while  six  young  Iranian 
women  who  shared  a  video  of  them¬ 
selves  dancing  sans  hijab  to  an  American 
pop  song  were  arrested.  The  cyber  au¬ 
thorities  said  they  had  been  weak  in  the 
face  of  “enemy  plots”  and  vowed  to  step 
up  enforcement.  Two  small  pro  -hijab 
demonstrations  took  place  in  Tehran, 
with  women  in  long  black  chadors 
holding  placards  that  read  “Hijab  is  our 
pride”  and  “Man,  where  is  your  dignity? 
Where  is  your  wife’s  hijab?” 


44  Middle  East  and  Africa 


Nigeria's  Muslim  north 

Modern  mind  in  a  seat  of  tradition 


KANO 

A  new  emir  may  shake  things  up  in  the  embattled  north 


RESPLENDENT  in  sweeping  robes  and 
twirled  turbans,  Nigeria’s  emirs,  scions 
of  the  northern  sultans  of  yore,  are  still 
among  the  most  influential  leaders  of  the 
country.  The  most  recent  addition  to  their 
ranks,  Lamido  Sanusi,  is  already  one  of  Ni¬ 
geria’s  foremost  figures-and  has  one  of  its 
best  minds.  His  recent  election  as  emir  of 
Kano  makes  him  the  country’s  second- 
highest  authority  in  the  Muslim  north  after 
the  Sultan  of  Sokoto.  His  appointment 
may  also  create  tension  with  President 
Goodluck  Jonathan,  who  sacked  him  in 
February  as  governor  of  the  central  bank 
after  Mr  Sanusi  spoke  out  against  corrup¬ 
tion  in  high  places. 

For  centuries  before  the  British  imperi¬ 
alists  arrived  in  what  is  now  northern  Ni¬ 
geria,  the  emirs  ruled  as  kings.  Today  they 
hold  little  constitutional  power,  but  their 
influence  is  still  huge.  They  act  as  peace¬ 
makers,  rally  public  opinion,  preserve  reli¬ 
gious  tradition,  and  endorse  political  can¬ 
didates.  On  paper,  they  are  neutral.  But  Mr 
Sanusi’s  election  is  politically  charged. 

When  Kano’s  respected  former  emir, 
Ado  Abdallahi  Bayero,  died  on  June  6th, 
many  expected  his  son  to  succeed  him.  A 
committee  of  kingmakers  usually  presents 
a  list  of  candidates  for  the  position,  but 


Sanusi,  from  banker's  suit  to  emir's  robe 


Kano’s  state  governor,  a  member  of  the  op¬ 
position  All  Progressives  Congress  (apc) 
party,  took  the  final  decision.  By  picking  Mr 
Sanusi,  he  has  entrenched  a  vocal  critic  of 
the  government  in  the  emirate.  Supporters 
of  the  late  emir’s  son  have  angrily  prot¬ 
ested.  The  local  press  reported  that  the  po¬ 
lice  had  to  protect  the  royal  palace. 

Unlike  his  predecessor,  who  largely 
avoided  commenting  on  shady  politics,  Mr 
Sanusi  has  a  history  of  speaking  out 

South  Africa 

Much  too  fat 

JOHANNESBURG 

The  doctor  says  it’s  time  to  slim  down 

OUTH  AFRICA  may  no  longer  have 
the  chunkiest  economy  in  Africa,  now 
that  Nigeria’s  has  been  revalued  up¬ 
wards,  but  it  still  has  the  fattest  people. 
This  is  evidence,  to  many  South  Africans, 
of  the  good  life:  fast  food,  a  fast  car,  an 
urban  lifestyle.  Moreover,  a  chubby 
woman  traditionally  betokened  health 
and  beauty,  whereas  thinness  smacked 
of  disease.  Among  men,  a  big  belly  (a 
boep,  in  Afrikaans,  the  language  of  the 
country’s  original  Dutch  settlers)  is  often 
thought  to  spell  maturity,  wealth  and 
success.  South  Africa’s  latest  government 
is  a  portly  crew,  with  many  a  ministerial 
suit  bursting  at  the  seams. 

A  recent  global  study  published  in  the 
Lancet,  a  London-based  medical  journal, 
suggests  that  70%  of  adult  South  African 
women  and  nearly  40%  of  men  are  over¬ 
weight  or  obese.  Even  among  children,  a 
quarter  of  girls  and  a  fifth  of  boys  are  too 
fat,  and  thus  at  greater  risk  of  ill-health, 
from  diabetes  to  heart  disease.  For  years 
the  government  has  been  struggling  to 
contain  hiv/aids  but  now,  some  health 
experts  are  arguing,  it  should  also  con¬ 
centrate  on  making  people  slimmer. 

South  Africa’s  latest  ailment  could 
herald  a  dangerous  trend  across  the  rest 
of  Africa  and  the  poor  world,  where 
obesity  is  projected  to  increase  dramati¬ 
cally  in  the  next  two  decades,  along  with 
urbanisation  and  economic  develop¬ 
ment.  It  is  a  paradox  that  in  places  where 
malnutrition  in  children  is  high,  adults 
are  increasingly  likely  to  be  overweight 
or  obese,  say  researchers. 

Most  South  Africans  sound  comfort- 
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against  government  corruption  and  presi¬ 
dential  ineptitude.  He  was  sacked  by  Mr 
Jonathan  as  the  bank’s  governor  for  alleg¬ 
ing  that  oil  revenue  worth  $20  billion  had 
gone  missing  from  the  national  coffers. 

As  emir  he  will  be  expected  to  be  less 
controversial.  He  says  he  has  no  interest  in 
formally  entering  politics  but  will  back  so¬ 
cial  causes  rather  than  parties.  And  he  will 
surely  press  for  the  reforms  that  could  help 
fend  off  Boko  Haram,  the  violent  Islamist 
group  that  has  been  a  scourge  of  the  north. 

But  he  is  bound  to  rub  up  against  the 
country’s  floundering  establishment.  He  is 
sure  to  influence  the  views  of  the  northern 
electorate  and  its  political  classes  as  next 
year’s  presidential  election  approaches. 
And  he  may  bolster  the  apc’s  current  dom¬ 
inance  in  the  Muslim  north.  Some  predict 
that  the  2015  vote  could  be  the  closest  since 
Nigeria  returned  to  civilian  rule  in  1999-  ■ 


able  with  their  waistlines.  A  health-and- 
nutrition  survey  published  by  the  coun¬ 
try’s  Human  Sciences  Research  Council 
found  that  two-thirds  of  South  African 
men  and  women  reckoned  that  they  ate 
and  drank  healthily,  with  no  need  to 
change  their  way  of  life.  Indeed,  88%  of 
25,500  South  Africans  interviewed  indi¬ 
cated  that  the  body  image  they  deemed 
ideal  was,  in  fact,  fat. 

A  notable  exception  is  the  health 
minister,  Aaron  Motsoaledi.  A  medical 
doctor,  he  has  made  a  point  of  slimming 
through  daily  morning  walks  and  a 
healthier  diet.  He  challenged  his  govern¬ 
ment  colleagues  to  do  the  same,  so  far  to 
little  effect.  Earlier  this  month  members 
of  parliament  complained  that  their 
canteen  offered  too  much  junk  food. 
Members  are  “nice  and  slim”  when  they 
are  elected,  said  Sheila  Sithole,  an  anc 
mp,  but  “they  all  go  out  obese.” 
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A  SLICE  OF  INTELLIGENT  LIFE 


Our  sister  magazine,  Intelligent 
Life ,  which  began  as  a  quarterly 
in  Europe  in  2007,  is  now 
published  bi-monthly.  As  a 
way  of  introducing  it  to  our 
audience  in  Asia,  we  include 
a  selection  of  its  articles, 
chosen  by  us,  as  a  quarterly 
supplement  in  The  Economist. 

To  read  more  from  Intelligent 
Life ,  go  to  moreintelligentlife. 
com.  To  download  a  full 
edition  on  a  tablet,  or  a  plainer 
version  on  a  smartphone  -  both 
free  of  charge  -  go  to  the  App 
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ENVY 

by  Richard  Holloway 

Writer,  broadcaster  and  former  Bishop  of  Ediburgh 
In  the  Greek  New  Testament  the  word  used  for  sin  is 
a  term  from  archery  -  hamartaneiti  -  meaning  “to  miss 
the  mark  .  We  aim  to  do  the  right  thing,  gain  a  posi¬ 
tive  end,  even  if  it’s  only  some  sort  of  pleasure,  but  our 
arrow  veers  off  and  instead  of  the  bull’s  eye  we  hit 
someone  in  the  field  beyond.  In  other  words,  our  mis¬ 
takes  are  usually  misdirected  attempts  at  the  good 
rather  than  intentional  pursuit  of  the  bad.  There  is  one 
exception  to  this  positive  understanding  of  sin:  envy. 

Every  other  sin  offers  some  gratification,  if  only 
in  its  early  stages,  but  envy  is  an  empty  and  desolating 
experience  from  beginning  to  end.  It  is  the  meanest  sin 
in  the  book,  which  is  why  few  people  ever  own  up  to 
it.  Francois  de  La  Rochefoucauld  captured  its  joyless 
secrecy  in  1665:  “We  often  pride  ourselves  on  even 
the  most  criminal  passions,  but  envy  is  a  timid  and 
shame-faced  passion  we  never  dare  acknowledge.” 
Gore  Vidal  wrote  that  whenever  a  friend  succeeded  a 
little  something  in  him  died;  for  him  it  was  not  enough 
to  succeed  -  others  had  to  fail.  Vidal’s  spleen  captures 
both  aspects  of  envy:  sorrow  at  another’s  good  and 
satisfaction  at  another’s  misfortune. 

The  most  obvious  symptom  of  envy  is  malice. 
However  witty  and  entertaining  you  may  find  their 
skilful  dismembering  of  the  reputations  of  others, 
you  can  be  certain  that  the  malicious  person  is  being 
eaten  alive  with  envy  at  another’s  success  or  celebrity. 
Behind  many  a  bitchy  comment  there  lurks  a  trou¬ 
bled  and  dissatisfied  heart.  And  since  envy  is  a  sin 
between  friends  or  equals,  another  of  its  symptoms  is 
hypocrisy,  acting  pleasure  in  another’s  good  fortune 
when  you  actually  feel  gut-clenching  pain.  It  shows 
in  the  tightness  of  your  smile  and  the  shadow  behind 
your  eyes  as  you  dredge  up  your  congratulations  from 
a  well  of  bitterness. 

Is  there  any  remedy?  Two  steps  can  help.  The 
first  is  to  acknowledge  its  presence  and  admit  our  own 
meanness  of  spirit.  The  other  step  is  to  recapture  our 
capacity  for  sharing  the  joy  of  others.  It  is  not  what 
John  Donne  said,  of  course,  but  it  is  nevertheless  true 
that  another’s  good  also  increases  me  -  so  rejoice! 

PRIDE 
by  Will  Self 
Novelist 

Pride  is  so  much  a  part  of  every  one  of  us  that  we  can’t 
see  how  deadly  it  is  —  it  inheres  in  our  very  self-con¬ 
sciousness,  and  has  metastasised  through  the  body 
politic.  The  opposite  of  pride  -  or  so  it’s  said  -  is  hu¬ 
mility,  but  of  course  we’ve  all  met  those  Uriah  Heeps 
whose  ever-so-’umbleness  is  nothing  of  the  sort. 

False  pride  is  present  in  any  hierarchy.  “Most 
men  can  withstand  adversity,”  Abraham  Lincoln 
said,  “but  if  you  want  to  test  a  man’s  character  give 
him  power.”  It’s  a  test  that  all  men  and  women  fail,  for 
everyone  —  once  in  a  position  of  power  —  succumbs  to 


the  sin  of  pride.  It’s  impossible  to  see  how  power  can 
be  exercised  without  pride,  since  to  consider  yourself 
capable  of  directing  the  hearts  and  minds  of  others  is, 
ipso  facto,  to  embrace  the  notion  that  you  are  superior 
to  them.  Since  most  power  is  gained  arbitrarily,  this  is 
never  demonstrably  the  case. 

In  the  modern  economy  pride  is  paramount. 
“Because  I’m  worth  it”  was  the  advertising  slogan 
for  L’Or^al  products  until  the  mid-20oos;  the  phrase 
then  morphed  into  “Because  you’re  worth  it”,  and 
now  it’s  “Because  we’re  worth  it”.  Each  transition 
corresponds  to  a  still  greater  equation  of  the  com¬ 
modity  with  self-worth,  but  such  an  idea  not  only 
endorses  pride,  it  actively  encourages  it.  Ours  is  an 
economic  system  founded  on  proud  commodification 
and  the  commoditisation  of  pride. 

Civilisation  is  grouted  with  pride:  it  is  the 
very  glue  with  which  its  edifice  has  been  raised. 

I  would  argue  that  pride  is  the  foundational  sin, 
going  before  the  long  fall  that  we  are  still  enduring.  All 
other  sins  -  including  murder  -  are  mere  peccadillos 
compared  with  the  monstrousness  of  pride.  While 
you  can  perfectly  well  be  proud  without  being  avari¬ 
cious,  or  slothful,  or  covetous,  it’s  impossible  to  trans¬ 
gress  in  these  ways  without  first  being  proud.  The  Big 
I- Am,  King  Baby,  Me-Me-Me  -  this  is  the  true  trinity 
of  the  modern  psyche;  this  is  the  three-personed  god 
we  have  made  of  ourselves. 

I’m  not  simply  talking  here  about  a  preserve  of 
neurotic  psycho -babbling,  but  the  very  basis  of  who 
we  now  are.  Identity  politics  is  the  extension  of  pride 
to  the  most  arbitrary  of  characteristics  -  ethnicity, 
sex,  sexual  identity.  And  when  we’ve  ceased  being 
proud  of  such  chance  things  we  can  become  proud  of 
“strength”  with  which  we  “fight”  cancer  and  other 
diseases.  Our  culture  is  now  so  saturated  with  pride 
that  we  believe  we  have  agency  at  a  molecular  level. 

INGRATITUDE 
by  Ann  Wroe 

Writer  and  obituaries  editor  of  The  Economist 
Some  sins  have  no  season.  We  are  as  likely  to  be 
angry  in  November  as  to  lose  our  rag  in  March;  as 
prone  to  envy  the  man  with  the  Porsche,  the  tan  > 
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>  and  the  blonde  on  his  arm  in  April  as  in  June.  There 
is,  though,  something  autumnal  about  greed,  apple¬ 
cheeked  and  wheat-crowned,  purpled  knee-high  in 
grapes;  something  summery  in  sloth,  as  the  hammock 
creaks  in  the  fly-drowsy  heat;  and  more  than  a  tickle 
of  spring  in  lust,  as  birds  pair  and  the  sap  rises. 

Among  these,  ingratitude  is  winter,  the  worst  of 
seasons.  Shakespeare  is  our  authority: 

Blow,  blow,  thou  winter  wind, 

Thou  art  not  so  unkind 

As  man’s  ingratitude. . . 

He  exaggerates,  we  may  feel.  The  incidents  seem 
trifling.  After  the  dinner  party,  no  note  is  sent.  (Well, 
you  were  busy,  and  the  dinner  wasn’t  that  elaborate.) 
The  solicitous  e-mail  gets  no  reply.  (Again,  you’re 
busy,  and  don’t  feel  like  chatting.)  A  driver  gives  way 
to  you  at  a  place  where  there  is  no  clear  priority;  you 
don’t  acknowledge  him.  A  fellow  pedestrian  steps 
into  the  road  for  you,  or  holds  a  door;  you  breeze 
on  by.  On  holiday,  you  give  your  smallest  and  most 
worthless  coins  to  the  woman  who  has  carefully 
cleaned  your  room.  The  stroppy  teenager  rails  at  the 
parent  who  scraped  and  saved  for  her.  Commuters 
swarming  in  a  London  street  never  once  raise  their 
eyes  to  notice  the  splendour  of  a  winter  dawn. 

No  blood  is  spilt  in  any  of  these  cases.  Nothing 
is  stolen.  No  one’s  life  is  ruined.  The  prick  of  pain 
passes  soon  enough.  Yet  a  tiny  seed  of  ice  has  been 
sown,  formed  of  arrogance  on  one  side  and,  on  the 
other,  a  sense  of  worthlessness.  That  ice  spreads, 
and  creeps  into  the  veins  and  crevices  of  life:  so  that 
on  the  next  occasion  the  door  is  not  held,  the  room  is 
cleaned  carelessly,  the  car  does  not  give  way  and  the 
e-mail  is  never  sent.  As  the  opportunity  for  kindness 
is  ignored,  so  the  chance  of  reciprocal  kindness,  in 
the  form  of  thanks,  never  comes  to  be.  What  is  never 
given  can  never  be  repaid. 

Ingratitude  is  the  frost  that  nips  the  flower  even 
as  it  opens,  that  shrivels  the  generous  apple  on  the 
branch,  that  freezes  the  fountain  in  mid-flow  and 
numbs  the  hand,  even  in  the  very  act  of  giving.  It  is  a 
sin  of  silence,  absence  and  omission,  as  winter’s  sin  is 
a  lack  of  light;  a  sin  against  charity,  which  otherwise 
warms  the  heart  and,  in  the  truest  sense,  makes  the 
world  turn. 

GREED 

by  Jesse  Norman 

Conservative  MP 

In  the  year  2000  the  great  bull  run  on  American 
stocks  and  shares  juddered  to  a  halt.  Three  years 
later,  markets  were  still  in  the  doldrums.  Yet  Richard 
Grasso,  the  ceo  of  the  New  York  Stock  Exchange 


—  a  non-profit  company  —  was  awarded  a  “golden 
parachute”  of  $187,501.  After  endless  legal  suits  and 
counter-suits,  he  kept  the  money  on  a  legal  technical¬ 
ity.  He  is  a  modern  archetype  of  the  sin  of  greed. 

Greed  is  the  desire  to  have  more.  More  than  you 
have  already,  more  than  you  need,  more  than  your 
neighbour,  your  friend,  your  brother  or  sister.  It  is 
often  the  desire  to  have  what  belongs  to  others:  jeal¬ 
ousy  is  a  kind  of  greed,  not  a  kind  of  envy. 

Greed  can  be  individual  or  collective,  but  it  is 
always  dissatisfied,  always  selfish.  In  its  most  ex¬ 
treme  form  it  is  pure  ego,  seeking  to  abolish  any  dis¬ 
tinction  between  self  and  other.  The  world  becomes 
not  an  object  of  wonder,  inquiry  or  joy,  but  something 
to  be  absorbed,  exploited,  conquered.  Lust  can  be  a 
greed  for  sex,  but  greed’s  selfishness  makes  it  indis¬ 
criminate  in  its  objects.  You  can  be  greedy  for  wealth, 
status  and  power,  or  just  for  sugar.  What  corrupts  is 
the  desire:  for  St  Paul,  it  was  not  money  but  the  love 
of  money  that  is  the  root  of  all  evil. 

But  greed  is  no  dummy.  On  the  contrary,  it  has  a 
cover  story,  and  it’s  a  doozy.  Who  wouldn’t  be  greedy 
for  friends ,  or  ideas ,  or  books  ?  And  aren’t  we  humans 
naturally  creatures  of  fear  and  greed?  Isn’t  greed  the 
basic  driver  of  capitalism,  and  so  of  wealth  and  pros¬ 
perity?  How  could  markets  work  if  not  through  the 
restless  human  desire  for  profit?  Isn’t  greed  good? 

To  which  the  answer  is  this:  that  the  soul  needs 
love  and  loyalty,  respect  and  restraint,  truth  and 
trust;  that  markets  are  not  mathematical  abstractions 
but  artefacts  which  need  ethics,  rules  and  law  to  be 
effective;  and  that  the  arid  economic  obsessions  of  to¬ 
day  truncate  our  vision  of  human  possibility.  It  is  the 
givers,  not  the  takers,  whom  we  admire. 

GLUTTONY 
by  Aminatta  Forna 

Novelist  and  professor  of  creative  writing 
For  me,  gluttony  trumps  sloth.  In  the  hotel  where 
I’m  staying  I  am  lured  from  my  bed  by  the  thought  of 
Arbroath  smokies  for  breakfast.  By  the  time  break-  > 
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fast  is  over,  I  will  have  begun  to  plan  dinner.  I  run  to 
keep  my  weight  in  check  -  in  other  words,  I  run  to  eat. 
More  than  a  fifth  of  British  and  American  adults  are 
obese,  but  gym  membership  stays  high.  We  get  fat  or 
we  work  the  fat  off.  But  we  can’t  seem  to  stop  eating. 

I  have  written  often  about  the  sins  of  the  fathers, 
the  failures  of  previous  generations  to  foresee  or  pre¬ 
vent  calamity.  What  will  be  our  generation’s  greatest 
shame?  Surely  it  is  our  immense  gluttony:  food  pho¬ 
tographed  like  porn,  celebrity  cooks,  supermarkets 
stuffed  with  imported  foods,  forced  out  of  season. 

We,  the  middle  classes,  dress  up  our  gluttony  as 
refinement:  we  are  not  gluttons,  but  gourmets.  Choice 
is  the  byword  of  the  modern  glutton.  The  vegan  and 
the  vegetarian,  dining  on  goji  berries  and  red  quinoa, 
quaffing  soy  lattes  made  with  Ethiopian  Yirgacheffe 
coffee  beans,  are  no  less  gluttonous  despite  their  robes 
of  moral  superiority. 

I  spend  time  in  west  Africa  where  choices  are  few¬ 
er.  In  our  family  village  most  people  are  subsistence 
farmers  and  meals  are  shared  and  eaten  from  the  same 
dish.  Off  the  coast  nearby,  Japanese  factory  trawlers 
heave  tonnes  of  fish  from  the  ocean,  leaving  little  for 
local  fishermen.  In  west  Africa,  when  a  spendthrift 
loses  his  fortune,  we  say:  “He  ate  it.”  Future  genera¬ 
tions  will  look  back  at  us,  across  the  empty  seas  and  the 
rainforests  razed  to  make  way  for  yet  more  cattle,  ask 
what  happened  to  the  earth  and  say:  “They  ate  it.” 

SLOTH 

by  Camila  Batmanghelidjh 

Founder  of  Kids  Company,  supporting  vulnerable  children 
We  all  suffer  from  moments  of  duvet  apathy,  when 
we  can’t  get  it  together  to  lift  ourselves  out  of  bed.  In 
small  doses  sloth  is  survivable.  But  on  a  national  scale 
it  can  be  lethal.  Perhaps  the  contemporary  word  for 
sloth  would  be  “complacency”:  the  condition  in  which 
we  don’t  aspire  to  greater  things.  I’m  not  talking  about 
material  enhancement,  but  a  inner  lack  of  ambition  or 
responsibility  for  yourself  and  for  others  -  a  lethargy 
of  the  spirit. 

We  are  all  part  of  a  community  and  each  of  us 
needs  to  play  our  part.  Sloth  is  forgetting  that  your  ac¬ 
tions  have  an  impact  on  others.  Once  you  erode  that 
sense,  your  own  quality  of  life  is  affected  as  well. 

The  sin  of  sloth  is  not  caring,  not  noticing,  not 
doing.  It  is  because  of  sloth  that  some  3.5m  children 
are  living  in  poverty  in  Britain  and  1.5m  children  are 
being  abused  or  neglected.  Of  course  parents  should 
take  care  of  their  children  and  put  their  needs  first. 
But  there  is  no  excuse  for  political  sloth,  the  way  one 
government  after  another  has  failed  to  protect  kids 
against  significant  harm.  Children  don’t  vote,  they 
can’t  pay  for  lobbyists  and  they  don’t  write  erudite  ar¬ 


ticles,  so  their  needs  are  often  forgotten. 

This  situation  can  be  repaired.  As  a  society  we 
need  to  find  ways  to  reduce  the  threat  in  children’s 
lives  and  increase  their  opportunities  to  form  attach¬ 
ments.  Maybe  our  political  leaders  don’t  recognise 
sloth  -  an  apathy  doing  murder  to  the  soul.  Children 
would  not  choose  it.  Neither  should  we. 


LUST 


by  Robert  Guest 

United  States  editor  of  The  Economist 


Lust  is  the  deadliest  sin.  Not  lust  for  sex;  lust  for  power. 

The  desire  to  dominate  our  fellow  human  beings 
is  innate.  You  see  it  among  young  children.  Three- 
year-olds  boss  around  their  younger  siblings,  shoving 
them,  grabbing  their  toys,  ordering  them  to  act  as  the 
pet  dog  or  Egyptian  slave  in  a  game  of  make-believe. 

Some  adults  are  just  as 
bad,  though  usually  more 
subtle.  Some  bosses  force 
interns  to  run  personal 
errands  for  them,  just  because 
they  can.  Some  managers 
build  empires  rather  than  bet¬ 
ter  products.  Some  petty  of¬ 
ficials  flex  their  bureaucratic 
muscles  because  they  find  it 
deeply,  sinfully  pleasurable 
to  bend  others  to  their  will.  In 
some  countries  they  grow  rich 
by  making  ordinary  citizens’ 
lives  so  miserable  that  people 
bribe  them  to  lay  off. 

Since  the  most  powerful  organisations  in  the 
world  are  governments,  politics  naturally  attracts 
those  who  most  crave  power.  And  if  history  has  taught 
us  anything,  it  is  that  lust  is  only  ever  satiated  tempo¬ 
rarily.  Stalin  was  not  content  to  be  master  of  a  vast 
empire;  he  wanted  to  command  his  subjects’  thoughts 
as  well  as  their  actions.  He  punished  the  slightest  hint 
of  dissent  with  imprisonment  or  death. 

Twentieth-century  totalitarian  leaders  amassed 
power  on  a  scale  that  past  emperors  could  not  have 
imagined.  Communism  failed  because  Karl  Marx 
never  understood  how  corrupting  and  intoxicating 
power  can  be.  Constitutional  democracies  are  built  on 
a  sounder  understanding  of  human  nature:  we  build 
checks  and  balances  to  restrain  our  leaders. 

Democracy  is  always  imperfect,  and  always  in 
need  of  repairs.  But  it  is  preferable  to  all  other  forms 
of  government  because  it  is  built  on  a  simple  insight: 
that  we,  the  people,  should  constantly  tighten  the 
binds  that  tie  our  masters.  Some  of  them,  of  course, 
might  enjoy  it.  ■ 


HAVE  YOUR  SAY 

Which  sin  gets  your  vote? 

Go  to  moreintelligentlife. 
com  and  make  your  choice. 
Search  “Big  Question" 
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THERAPEUTIC 

If  you  go  to  the  doctor  or  psychiatrist,  they  probably  won’t  ask  you 
how  much  light  you  are  getting.  But  scientists  working  in  this  area, 
from  California  to  Japan,  are  convinced  that  where  there  is  light  -  the 
right  type,  at  the  right  time  of  day  -  there  is  health.  Rosie  Blau  reports 


very  summer  when  lie  was  a  boy,  Satchin  Panda 
would  stay  on  his  grandparents’  farm  near  Chandipur 
on  the  east  coast  of  India.  He  lazed  in  a  hammock, 
caught  fish  in  the  lake  and  climbed  trees  to  pick  man¬ 
goes.  His  grandfather  spent  most  of  his  91  years  there,  working 
on  his  20-acre  plot.  He  produced  almost  everything  his  wife  and 
eight  children  needed.  They  cooked  whatever  he  grew;  they 
bought  salt  and  sold  a  little  rice.  “He  did  that  for  his  entire  life,” 
says  Panda.  “He  travelled  more  than  100km  from  his  home  per¬ 
haps  eight  or  nine  times.” 

Panda’s  home  now  is  thousands  of  miles  away  -  a  four- 
bedroom  house  on  the  edge  of  a  canyon  near  San  Diego,  Califor¬ 
nia.  He  lives  off  his  mind  rather  than  his  muscles  and  regularly 
jets  around  the  world  for  work.  “If  I’m  within  a  five-hour  flight 
of  India,”  he  says,  “I  go  and  see  my  Mum  and  my  sister.”  But  the 
shift  is  more  profound  than  one  of  geography.  Panda  commutes 
by  car,  works  in  a  basement  and  spends  most  of  his  leisure  time 
between  four  walls  too.  Within  two  generations,  he  and  his  fam¬ 
ily  have  moved  inside  out  of  the  daylight,  from  rising  with  the 
sun  to  being  woken  by  an  alarm,  from  ending  their  day  near  dusk 
to  choosing  how  late  -  and  how  bright  -  to  make  their  night. 


For  most  of  human  history  we  have  marked  time  by  the 
solar  cycle.  We  evolved  to  spend  hours  outside  every  day;  bed¬ 
time  came  soon  after  sunset  and  the  night  was  black.  Now  most 
of  us  pass  our  waking  hours  inside  offices,  factories,  schools, 
shops,  hospitals  and  nurseries,  in  cosy  but  often  dim  rooms  with 
sealed  windows  and  little  natural  light.  Then,  as  day  starts  to 
fade ,  we  Hick  a  switch  and  bring  it  back.  Compared  with  the  past, 
our  working  hours  are  gloomy  and  our  nights  dazzling. 

We  have  been  slow  to  recognise  the  positive  link 
between  light  and  health.  Over  the  past  40  years  the  sun  has  been 
the  enemy:  the  medical  establishment  has  warned  us  off  the  ul¬ 
traviolet  rays  that  contribute  to  skin  cancer.  But  now  scientists 
have  a  new  worry  -  that  getting  too  little  daylight  may  also  do 
long-term  damage  to  our  health. 

Satchin  Panda  is  one  of  these  scientists.  A  professor  of 
molecular  biology,  he  works  at  the  Salk  Institute  for  Biological 
Studies  in  La  Jolla,  California,  where  he  does  research  on  the 
body  clock  that  every  living  being  has  inside  them.  “My  grandpa 
was  almost  religious  about  taking  an  hour’s  nap  by  day,”  says 
Panda.  “He  slept  nine  to  ten  hours  a  night.”  Such  habits  would 
be  inconceivable  for  Panda  himself.  But  he  is  far  from  compla-  > 
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>  cent  about  the  contrast  between  their  lives:  he  fears  that  when 
we  override  the  light-dark  cycle  of  the  natural  world,  we  are  dis¬ 
rupting  the  internal  workings  of  the  human  body.  By  robbing  our¬ 
selves  of  daylight  we  may  be  losing  something  more  fundamental. 

Moving  off  the  land  and  lighting  up  the  night  have 
been  integral  to  the  narrative  of  human  progress. 
When  people  first  domesticated  fire  they  changed 
their  lives  for  ever:  day  did  not  end  at  sundown. 
They  enlivened  dark  caves,  and  later  lit  homes  with  candles  and 
oil  lamps.  After  the  incandescent  bulb  was  commercialised  in 
the  1880s,  some  feared  electricity  as  a  silent,  god-like  force  that 
might  bend  the  laws  of  nature.  Others  clamoured  for  the  bright, 
white,  steady  filaments  that  burned  reliably  even  when  the  fickle 
sun  did  not.  Less  than  a  century  and  a  half  on  from  Edison’s  eu¬ 
reka  moment,  we  live  in  a  24-hour  society  unimaginable  without 
such  brilliance. 

The  illumination  of  the  world  has  brightened  our  lives 
in  more  ways  than  the  simply  physical.  Now  we  can  watch  the 
news,  work  on  our  laptops,  make  a  Facebook  friend,  play  video 
games,  eat  pancakes,  buy  shoes  or  download  a  novel  at  any  hour 
of  the  day  or  night.  We  are  undaunted  by  the  rising  or  setting  of 
the  sun.  Now  we  are  all  masters  of  the  light. 

One  consequence  is  that  we  sleep  less  and  less.  A  few 


ten  children  in  America  are  now  diagnosed  with  attention  deficit 
hyperactivity  disorder,  the  symptoms  of  which  are  remarkably 
similar  to  sleep  deprivation.  What  would  be  the  effect  if,  rather 
than  popping  pills,  we  sent  them  outside  to  play  each  morning 
and  put  them  to  bed  earlier? 

The  medical  benefits  of  sleep  are  well  established  but 
the  science  of  light  is  much  newer.  We  have  only  recently  started 
to  notice  the  benefits  of  boosting  our  light  exposure  by  day  and 
asked  why  they  occur.  Some  consequences  are  fairly  predict¬ 
able:  in  brighter  environments  we  are  more  alert,  complete  vis¬ 
ual  tasks  better  and  make  fewer  mistakes  —  a  study  of  call-centre 
workers  in  Sacramento  found  that  those  with  a  good  window 
view  from  their  workstation  processed  calls  6-12%  faster  than 
those  without.  Other  responses  are  more  surprising.  In  1999 
consultants  studied  an  unidentified  retail  chain  in  America  with 
108  similarly  laid  out  stores  in  a  single  region  and  found  that  peo¬ 
ple  spent  40%  more  in  the  shops  with  skylights  than  in  those  lit 
only  by  electricity. 

What  is  most  startling  is  the  way  our  bodies  respond 
to  light.  Gloomy  winter  days  are  known  to  trigger  a  form  of  de¬ 
pression  -  seasonal  affective  disorder  -  which  can  be  reversed 
if  the  sufferer  sits  by  a  large  lightbox  every  morning.  But  light 
eases  other  forms  of  depression  too:  an  Italian  study  found  that 
bipolar  patients  in  east-facing  hospital  rooms  stayed  nearly  four 
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hundred  years  ago,  we  probably  conked  out  for  up  to  ten  hours 
a  night,  depending  on  the  season.  When  researchers  give  people 
the  opportunity  to  rest  as  much  as  they  want  over  a  few  months, 
most  young  adults  eventually  stabilise  around  8.5  hours,  older 
people  a  little  lower.  On  average  Americans  sleep  about  20%  less 
than  a  century  ago,  according  to  the  National  Sleep  Foundation, 
and  a  third  have  six  hours  or  fewer.  These  trends  are  repeated 
across  the  developed  world. 

This  matters.  If  we  don’t  sleep,  we  die.  Literally.  Rats 
kept  from  sleeping  drop  dead  within  weeks.  Being  tired  makes 
us  less  productive,  more  forgetful  and  apt  to  make  mistakes  - 
human  error  in  the  wee  small  hours  contributed  to  the  Exxon 
Valdez  oil  spill,  and  the  Chernobyl  and  Three  Mile  Island  nuclear 
accidents.  Sleep  affects  the  body’s  internal  workings  too.  It  en¬ 
hances  our  immune  system,  so  that,  when  deprived  of  it,  we  are 
not  only  liable  to  catch  a  cold,  but  also  more  susceptible  to  some 
types  of  cancer  -  and  if  we  already  have  cancer  it  will  probably 
grow  faster.  We  are  more  likely  to  have  heart  attacks  or  become 
depressed.  We  over-eat  when  tired,  and  because  our  metabolism 
alters  too,  we  are  far  more  prone  to  obesity  and  diabetes. 

We  also  inflict  these  ills  on  our  children:  worldwide 
they  sleep  for  an  estimated  hour  and  15  minutes  less  each  school 
night  than  a  century  ago;  in  America  only  a  third  of  high-school 
students  get  at  least  eight  hours  on  a  week-night.  But  whereas 
tired  adults  are  sluggish  and  lethargic,  kids  become  hyperactive 
and  distractible  -  which  may  be  one  reason  that  more  than  one  in 


days  fewer  than  those  in  west-facing  ones.  Even  physical  con¬ 
ditions  respond  to  doses  of  daylight:  people  recuperating  from 
spinal  and  cervical  surgery  in  bright  rooms  took  fewer  painkill¬ 
ers  every  hour;  in  sunny  Alberta  in  Canada  female  heart-attack 
patients  treated  in  an  intensive-care  unit  recovered  faster  if  they 
were  exposed  to  lots  of  natural  light.  Mortality  in  both  sexes  is 
consistently  higher  in  dull  rooms.  But  why  is  it  a  matter  of  light 
or  death? 

ll\  /  ou  don’t  hear  a  psychiatrist  asking  how  much 
\X  light  you  get,”  Satchin  Panda  tells  me,  sitting 

T  beneath  cluttered  bookshelves  in  his  lab  office 
at  Salk.  Crazily  for  a  man  who  works  on  such 
things,  his  laboratory  is  two  storeys  below  street  level.  But  this 
is  California,  and  on  bright  days  like  today  rays  pour  in  through 
a  lightwell  large  enough  to  fit  a  ping-pong  table  (“we  don’t  really 
use  it,”  he  says).  Light  is  such  a  new  field  of  study  that  its  medi¬ 
cal  contribution  is  still  very  much  in  question.  But  Panda  is  con¬ 
vinced.  “It  affects  so  much  of  our  psychology,  physiology  and 
mood.  But  we  take  it  for  granted,”  he  says,  dark  eyes  gleaming 
behind  heavy  glasses  as  he  starts  to  range  over  how  the  science  of 
light  applies  to  all  our  lives . 

We  “need”  light,  he  argues,  because  it  affects  our  body 
clock.  Animals  kept  in  the  dark  all  day,  humans  included,  will 
wake  and  sleep  at  precise  intervals  over  a  24-hour  period.  This 
indicates  that  an  internal  clock  controls  the  sleep-wake  cycle.  > 
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>  (That’s  why  we  get  jetlag  -  the  body  remembers  the  time.)  Cru¬ 
cially,  though,  this  circadian  pacemaker  also  responds  to  the  en¬ 
vironment,  especially  light  and  dark. 

Panda  laughs  at  me  as  I  fire  off  queries:  how  much  light 
do  we  need;  does  it  matter  if  it  is  natural  or  electric;  does  get¬ 
ting  lots  of  light  on  one  day  compensate  for  less  on  another; 
what  could  be  the  long-term  effects  of  spending  our  days  in 
drab  rooms?  “These  are  very  interesting  questions,”  he  says, 
shifting  about  on  his  chair.  But  we  simply  do  not  know  the 
exact  answer  to  most  of  them.  “It’s  an  area  of  research  that  falls 
between  the  cracks.” 

Partly  thanks  to  Panda,  though,  we  at  least  know  quite 
a  lot  about  how  light  affects  our  body  clock.  When  it  comes  to 
the  internal  clock,  some  types  of  light  are  more  equal  than  oth¬ 
ers.  The  eye  perceives  three  main  colours  in  light:  red,  green  and 
blue,  each  vibrating  at  a  different  wavelength.  In  the  morning, 
high  concentrations  of  blue  occur  naturally;  by  dusk  we  are  left 
mostly  with  green  and  red.  The  blue  light  has  the  greatest  impact 
on  our  circadian  system,  telling  the  brain  that  it’s  morning  and 
time  to  be  alert,  and  setting  our  clock  for  the  day.  That  is  impor¬ 
tant  because  we  sleep  soundly,  and  our  brain  and  body  function 
better,  when  the  internal  signals  of  the  body  clock  are  in  sync 


cept  in  the  shower:  “It  says  it’s  waterproof,  but  I  don’t  trust  it,” 
he  says,  laughing. 

His  biggest  contribution  as  a  scientist  has  been  to 
discover  that  a  particular  receptor  senses  blue  light  and  tells 
our  brain  when  to  nod  off  and  when  to  sharpen  up.  The  likeli¬ 
hood  of  such  a  photoreceptor  was  suggested  in  1923,  when 
an  American  geneticist,  Clyde  Keeler,  noticed  that  even  the 
pupils  of  blind  mice  contract  in  response  to  light.  They  could  not 
see  it,  but  it  had  some  kind  of  non-visual  effect.  Scientists  had 
since  identified  seven  or  eight  different  receptors  that  might  be 
responding  to  light  in  some  way,  but  no  one  had  pinpointed  the 
exact  one. 

It  took  Panda  a  year  to  construct  an  artificial  segment 
of  dna  with  the  embryonic  stem  cells  that  blocked  one  of  these 
receptors,  melanopsin.  He  handed  it  over  to  a  lab  technician  just 
before  he  returned  to  India  to  get  married  in  2001.  It  took  an¬ 
other  year  to  breed  a  single  blind  mouse  that  lacked  the  specific 
receptor,  and  then  he  really  got  going.  “It  was  the  middle  of  the 
night  and  we  had  our  experiment.  And  there  it  was:  mouse  num¬ 
ber  1626  did  not  entrain  [respond]  to  light.”  All  the  other  blind 
mice  changed  their  waking  times  when  exposed  to  a  different 
light-dark  cycle,  but  Panda’s  single  melanopsin-free  mouse  did 
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with  external  cues  of  day  and  night. 

The  problem  is  that  artificial  light  does  not  replicate  the 
colours  of  the  natural  world.  Much  electric  light  has  high  intensi¬ 
ties  of  blue,  so  it  deceives  our  brains  into  thinking  that  it’s  day¬ 
time  even  when  it  isn’t.  Just  ten  minutes  of  regular  electric  light 
can  make  some  changes  to  our  internal  clock.  “We  evolved  to  be 
blue-sensitive,  we  need  it,”  says  Panda.  But  many  of  us  get  an 
awful  lot  of  it,  particularly  in  the  evening:  when  we  get  home  we 
spotlight  the  kitchen  so  we  can  make  the  dinner,  and  then  plug 
into  our  laptops,  tablets  or  smartphones,  which  beam  blue  light 
into  our  eyes  at  close  range.  So  we  bombard  our  internal  clock 
with  mixed  messages:  our  gloomy  morning  sends  a  weak  signal 
to  be  alert;  our  over-bright  evening  shouts  at  our  brain  to  rise  and 
shine.  We  also  lessen  the  contrast  between  light  and  dark  that 
our  circadian  system  relies  on  to  work  well.  All  of  which  makes 
us  more  prone  to  insomnia  or  disturbed  sleep  in  some  way. 

Panda  has  assembled  these  ideas  into  strict  rules  for  him¬ 
self.  He  rarely  watches  television  and  never  checks  his  e-mail 
after  9pm  (“it’s  always  bad  news  and  deadlines”);  he  eats  three 
small  meals  a  day,  and  takes  a  photo  of  everything  he  consumes 
(food  helps  synchronise  our  clock  too);  the  layout  of  his  home  is 
“close  to  ideal  for  circadian  health”.  He  knows  this  because  he 
monitors  his  surroundings  all  the  time  -  he  points  to  a  small  black 
disc  on  his  wrist  that  at  first  glance  looks  like  a  plastic  watch:  it  is 
a  sensor,  which  has  been  recording  how  much  light  he  gets  every 
30  seconds  for  the  past  18  months.  He  wears  it  day  and  night,  ex- 


not.  His  voice  lifts.  “I  knew  that  this  was  going  to  change  some¬ 
thing,”  he  says.  “I  had  this  cocky  feeling  that  I  am  the  only  one  in 
the  world  that  knows  this.  If  you  get  that  kick  three  or  four  times 
in  your  life,  that’s  enough.” 

He  later  repeated  the  experiment  with  more  mice.  He 
even  left  the  bedside  of  his  wife  and  sleeping  newborn  daugh¬ 
ter  when  she  was  hours  old,  because  he  had  “messed  up”  the 
timing  and  needed  to  switch  on  the  lab  lights  over  the  mice. 
(“I  didn’t  tell  my  wife  about  that  for  some  years.”)  And  he  was 
right  about  the  receptor:  every  animal  has  melanopsin  -  “even 
the  blind  catfish”  -  which  registers  blue  light  and  helps  to 
reset  and  synchronise  the  biological  clock  on  a  daily  basis.  “We 
closed  a  75 -year-old  mystery.” 

Last  summer  an  international  group  of  scientists 
(including  Panda),  doctors,  ophthalmologists,  archi¬ 
tects  and  engineers  gathered  in  Tokyo,  all  animated 
by  the  same  question:  how  light  affects  health.  That 
first  meeting  of  the  Blue  Light  Society  was  convened  by 
Kazuo  Tsubota,  professor  of  ophthalmology  at  Keio  University 
School  of  Medicine  in  Japan.  After  years  of  research,  he  had  con¬ 
cluded  that  only  if  different  disciplines  collaborate  can  we  adjust 
the  way  we  live  to  the  needs  of  the  circadian  system. 

“Some  people  don’t  like  this  idea.  It  is  like  big  tobacco,” 
Tsubota  tells  me.  “They  ask  you  to  prove  that  there  is  a  health 
hazard.  The  tobacco  industry  has  been  fighting  that  proof  for 
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years,  and  I  can  see  the  same  with  this.”  We  have  to  learn  how 
to  live  with  blue  light,  for  good  and  for  ill,  he  says.  In  contrast  to 
cigarettes,  blue  light  is  not  the  bad  guy.  But  you  shouldn’t  have 
it  all  the  time.” 

Tsubota  s  ambition  as  an  ophthalmologist  is  “to  protect 
the  eye  for  this  long-lived  society”.  We  all  know  that  our  eyesight 
fades  with  age  -  what  he  calls  “the  eye  as  a  camera”  -  but  “the 
eye  as  a  clock  does  too.  As  we  get  older,  our  lens  yellows,  so  less 
light  reaches  the  receptor  at  the  back  of  the  eye  to  tell  our  brains 
what  time  it  is  -  and  we  need  more  daytime  rays  to  reset  our  body 
clock.  At  58  years,  my  lens  is  a  third  as  good  at  receiving  blue 
light  as  the  20-year-old  lens,”  says  Tsubota,  who  talks  with  a 
wide  smile  and  waving  hands.  “In  order  to  have  a  proper  amount 
of  light,  I  have  to  play  outside  three  times  as  much  as  a  20-year- 
old  boy,”  he  says  and  laughs.  “That  gives  me  a  good  excuse  to  ski, 
go  swimming  jogging.” 

Tsubota  says  he  is  motivated  by  gokigen,  meaning  a  life 
filled  with  happiness.  This  is  not  idle  chat,  he  insists.  Happiness 
is  one  of  three  things  that  help  to  stave  off  the  depredations  of 
age,  along  with  diet  and  exercise.  His  remedy  is  not  to  sing  and 
laugh,  or  even  to  get  rich  or  get  married,  but  to  sleep:  “It  has  al¬ 
most  the  same  beneficial  effect  on  health  as  smoking  has  a  bad 


Teenagers  the  world  over  should  be  cheering  on  the 
work  of  Mariana  Figueiro,  an  expert  on  light  and  health 
at  Rensselaer  Polytechnic  Institute  in  upstate  New 
York.  In  2012  she  found  that  when  a  group  of  young 
adults  used  an  iPad  for  two  hours  before  bedtime,  they  sup¬ 
pressed  their  production  of  melatonin,  a  sleep -promoting  hor¬ 
mone.  The  media  focused  on  the  obvious  conclusion:  that  using 
such  backlit  devices  ruins  our  sleep.  But  Figueiro  draws  another 
inference  too.  Because  they  blast  us  with  blue  light,  these  same 
backlit  items  could  act  as  light  therapy  by  day  to  help  invigorate 
us  and  reset  our  clock.  She  may  be  the  first  person  to  prescribe  an 
hour  playing  “Angry  Birds”  each  morning  as  a  solution  to  our  ills. 

Figueiro  is  an  unlikely  hero  for  the  American  teen. 
Born  in  Belo  Horizonte,  one  of  Brazil’s  largest  cities,  she 
trained  as  an  architect  -  “I  thought  it  seemed  charming”  -  and 
in  1 996  moved  to  Troy,  New  York,  because  her  husband  want¬ 
ed  to  do  an  mb  a.  To  fill  her  time  she  embarked  on  a  master’s  at 
Rensselaer;  for  her  thesis  her  supervisor  suggested  she  look 
at  how  shift  workers  in  the  local  neo -natal  unit  functioned 
in  different  light  levels.  It  was  a  serendipitous  choice.  “It  got 
me  busy,  and  it  got  me  started,”  she  tells  me.  “And  I  became 
infatuated  with  research.”  At  the  end  of  the  year  Figueiro’s  hus- 
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one.”  And  getting  a  good  night  depends  on  having  the  right 
amount  of  light  at  the  right  time  of  day. 

Much  of  his  research  focuses  on  his  own  cataract 
patients.  After  a  cataract  operation,  people  usually  have  fewer 
falls,  their  mood  lifts  and  they  think  more  sharply.  Tsubota  also 
found  that  his  patients’  sleep  “dramatically  improved”.  He  be¬ 
lieves  many  of  the  other  benefits  of  the  operation  flow  from  this: 
“The  surgery  replaces  the  opaque  lens  and  suddenly  90%  of  the 
blue  light  is  received,  you  are  like  a  five-year-old.  So  cataract  is  a 
treatment  for  the  clock  as  well  as  the  camera.” 

While  lack  of  light  can  be  a  problem  for  some,  for  oth¬ 
ers  the  headache  is  that  we  get  too  much  by  night,  says  Tsubota, 
particularly  blue  light.  This  is  particularly  so  for  those  of  us  in¬ 
terminably  glued  to  radiant,  luminous  screens  only  a  foot  or  so 
from  our  eyes.  For  tech  junkies  -  which  is  most  of  us  these  days 
-  Tsubota  has  helped  to  develop  “pc  glasses”  that  cut  30-50%  of 
the  blue  light  reaching  the  wearer’s  eyes.  “The  idea  is  that  we  can 
wear  these  for  protection,  not  just  for  myopia  -  just  as  we  wear 
shoes  to  protect  our  feet.”  The  glasses  are  slimline,  slight  on 
the  nose  and  come  in  15  frames  and  16  colours,  with  a  faint  yel¬ 
low  tinge  to  the  lens.  They  are  marketed  as  cool  accessories:  one 
advert  for  them  features  manga  characters  wearing  the  shades, 
another  shows  a  young  courting  couple.  Since  2011  Jins,  a  regular 
spectacle-maker,  has  sold  more  than  3m  pairs  of  them  at  ¥3,990- 
5,990  (£23-35)  a  piece.  Tsubota’s  team  is  now  working  on  the 
next  creation:  light-protecting  contact  lenses. 


band  returned  to  Brazil.  She  stayed  in  Troy. 

We  are  bad  at  judging  how  much  light  we  get,  says  Figue¬ 
iro,  relaxing  as  she  moves  from  talking  about  herself  back  to  her 
research.  “Our  visual  system  fools  us  a  lot.”  There  is  plenty  of 
daylight  even  on  an  overcast,  grey  day.  “But  we  think  a  television 
is  a  lot  of  light  because  it  is  from  a  single  source  -  and  we  often 
work  in  offices  that  seem  bright  but  give  us  too  little  light.” 

We  need  more  light  to  synchronise  the  circadian  system 
than  we  do  to  see.  The  upside  of  this  is  that  you  can  turn  on  a 
lamp  to  go  to  the  bathroom  at  night  and  not  immediately  crash 
your  biological  clock.  The  downside  is  that  most  of  us  have  no 
idea  how  our  light  exposure  varies  between  home  and  outdoors. 
A  study  of  a  group  of  Colorado  campers  found  that  they  got  four 
times  as  much  light  on  a  summer  holiday  in  a  mountainous  desert 
as  they  did  at  home,  and  their  melatonin  levels  rose  two  hours 
earlier. 

Daylight  is  not  intrinsically  better  for  us  than  electric 
light,  Figueiro  says.  It’s  just  that  getting  artificial  light  to  do  the 
same  job  “is  more  expensive,  uses  more  energy  and  is  more  dif¬ 
ficult  to  get  right”.  But  getting  it  right  is  exactly  what  she’s  aim¬ 
ing  to  do.  Sleep  disturbances  magnify  as  we  age:  anything  from 
40%  to  70%  of  people  over  65  have  serious  problems  dropping 
off,  wake  up  often  at  night  or  struggle  to  keep  their  eyes  open 
by  day.  Disrupted  sleep  often  accompanies  a  general  decline  in 
our  physical  condition  and  immunity,  as  well  as  depression  and 
other  ills.  Most  of  us  assume  this  is  just  part  of  getting  old.  Not> 


INTELLIGENT  LIFE  FEATURES 


>  Figueiro.  She  reckons  more  exposure  to  bright  light  by  day  could 
help  keep  the  doctor  away. 

She  has  created  a  lighting  system  specially  for  resi¬ 
dential  homes.  If  elderly  people  get  two  hours  of  morning  sun 
every  day  for  two  weeks,  their  sleep  improves;  some  research 
shows  benefits  even  sooner.  Yet  most  people  see  a  fraction 
of  that:  one  study  found  that  middle-aged  adults  get  about  an 
hour  of  bright  light  a  day,  older  adults  in  assisted-living  facili¬ 
ties  about  half  that,  and  those  in  nursing  homes  only  two  min¬ 
utes.  So  Figueiro  has  experimented  with  adding  bright  lamps 
to  tv  screens,  wheelchairs  or  sofas  in  the  morning.  Alzheimer’s 
patients  can  be  hard  to  treat,  she  says,  because  they  don’t  reliably 
stay  in  one  place  -  but  everyone  eats,  so  you  can  make  a  dining 
table  a  lightbox.  Residents  slept  better  when  she  tested  this  light¬ 
ing  scheme  at  an  assisted-living  facility  in  Troy.  Other  old-peo¬ 
ple’s  homes  are  introducing  similar  ones. 

Figueiro  is  now  working  with  the  American  navy  on 
how  much  light  submariners  need  to  be  sharp,  productive  and 
healthy  at  the  bottom  of  the  sea.  Blue  light  might  be  used  to  help 
drivers  and  pilots  stay  awake  at  the  wheel,  she  says.  And  as  for 
the  backlit  gadgets  that  wreak  such  havoc  with  our  night,  she  ar¬ 
gues  these  should  be  made  more  circadian-friendly.  Like  many 
working  in  this  field,  Figueiro  says  she  doesn’t  “do  electronic 
devices  before  bed”.  But  such  products  could  be  programmed  to 
our  daily  schedules  so  they  radiate  less  blue  light  later  in  the  day. 
“It’s  possible,”  she  says.  “Why  not?” 

There  are  plenty  of  technical  answers.  But  her  best 
advice  for  a  good  day’s  light  -  and  a  good  night’s  sleep  - 
involves  no  machines.  “Wake  up  and  go  for  a  walk  in  the  morn¬ 
ing,”  she  says.  “Every  morning.” 

In  America,  the  advisory  committee  that  sets  the  light 
standard  for  architects  focuses  on  having  just  enough  illumi¬ 
nation  to  perform  a  task,  says  Frederick  Marks,  a  Los  An¬ 
geles  architect:  “People  do  not  think  about  health.”  He  is  a 
founding  member  of  the  Academy  of  Neuroscience  for  Architec¬ 
ture,  a  group  of  scientists  and  architects  looking  at  how  buildings 
affect  our  behaviour  and  well-being. 

This  question  is  becoming  urgent,  Marks  tells  me, 
speaking  slowly,  deliberately,  as  if  lecturing  a  class  of  students. 
As  urbanisation  continues  apace,  ever  more  of  us  will  live  in 
high-rises,  where  “the  opportunity  for  natural  light  is  often  not 
that  good”.  Even  where  light  is  abundant,  many  of  us  draw  our 
blinds  to  stop  people  peeking  in  or  to  avoid  glare.  Thermostats 
are  now  fitted  as  standard  in  homes .  A  light  sensor  costs  less  than 
a  carbon-monoxide  monitor,  says  Marks,  “but  no  one  has  them”. 

Measuring  light  is  only  one  part  of  the  solution.  The  oth¬ 
er  is  making  better  use  of  what  we’ve  got.  Marks  is  keen  on  a  new 
kind  of  glass  -  “electrochromic  glazing”  -  which  can  be  transpar¬ 
ent  or  translucent  depending  on  the  brightness  of  the  sun.  So  far 
people  have  used  it  to  save  on  air  conditioning  and  deflect  blind¬ 
ing  rays,  he  says,  but  you  could  equally  apply  large  plates  of  it  to 
enjoy  more  natural  light. 

Artificial  lighting  can  also  be  manipulated.  The  lights  we 
dazzle  ourselves  with  by  night  have  got  brighter  in  the  past  ten 
years,  as  we  replace  incandescent  bulbs  with  more  intense  light- 
emitting  diodes  (leds).  At  the  moment  these  leds  have  all  three 
types  of  light  within  them:  red,  green  and  blue.  These  can  be  pro¬ 
grammed,  as  a  visit  to  any  nightclub  will  confirm.  So  our  homes 


could  mirror  the  natural  world,  with  shining  blue  in  the  morning, 
and  gentler  reds  and  greens  later.  You  can  already  set  your  sprin¬ 
klers  or  security  systems  from  your  phone.  Why  not  your  lights? 

In  addition  to  light  and  dark,  the  body  clock  also  responds 
to  the  direction  of  rays  and  movement  in  a  scene  (which  is  why 
glittering,  windowless  casinos  are  so  disorientating).  Within 
20  years,  Marks  reckons  many  of  us  will  have  a  digital,  program¬ 
mable  wall  in  our  homes  or  workplaces.  Depending  on  our  taste, 
our  mood  or  the  time  of  day,  we  might  choose  to  project  a  Thai 
beach  with  towering  palm  trees,  a  vista  over  sunny  mountain 
peaks  or  a  taverna  under  a  twinkling  sky.  “You  interact  with  what 
you  see  and  what  you  see  interacts  with  you,”  says  Marks.  The 
lighting  is  on  the  wall. 

Consider  the  whole  span  of  human  life  on  Earth 
as  a  single  day  and  the  light  switch  was  flipped  on  less 
than  a  second  ago.  Piccadilly  Circus,  Times  Square 
and  Shibuya  have  only  just  started  to  shimmer;  the 
iPad  has  been  glowing  for  well  under  a  nanosecond. 

Work-hard,  play-hard  cultures  both  prize  the  hours 
stolen  from  the  night.  The  question  is  how  we  manage  our 
health  in  a  24-hour  society.  If  we  know  how  much  light  we 
need  and  make  sure  we  get  it,  we  may  live  better,  longer  and 
more  happily.  “Getting  the  light  wrong  isn’t  something  that 
produces  an  acute  or  immediate  problem,”  says  Satchin  Panda, 
“It’s  not  like  flunking  an  exam.”  But  in  the  long  run  we  may 
gradually  realise  that  it’s  too  late  to  correct  something  that 
has  been  going  wrong  for  years.  “It’s  like  a  chronic  disease.” 
Returning  to  the  savannah  -  or  even  his  grandfather’s  farm  -  is 
no  solution,  he  says.  “But  what  if  you  can  change  a  light  bulb  and 
change  your  life?”  ■ 


LIGHT  UP  YD 

UR  Lifl 

12  tips  for  a  better  day’s  light  and  a  better  night’s  sleep 

Get  up  and  go  to  bed  at 

Buy  an  extra  desk  lamp 

the  same  time  every  day, 
even  at  weekends 

Have  a  romantic  dinner 

Open  your  curtains  each 

with  the  lights  dimmed  - 
every  night 

morning  and  embrace 
the  day,  not  your  privacy 

Don’t  use  your  computer 

Spend  time  outside  by 

or  tablet  for  two  hours 
before  bedtime  • 

day  and  take  the  whole 
family  with  you,  young 

Install  f.lux  software  on 

and  old 

your  computer.  It's  a  free 

Don’t  draw  the  blind  - 

program  that  cuts  blue 
glare  later  in  the  day 

move  your  desk 

Try  to  work  by  a  window 

Make  your  bedroom 
dark  or  sleep  in  a  face 

-  a  room  with  a  view  isn’t 

mask 

just  a  good  novel 

Play  video  games  by  day, 

Turn  off  the  light  half  an 
hour  earlier.  It  could  save 

not  at  night 

your  life 
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SEVEH  WONDERS 


This  well-loved  actress  -  first  Purdey, 
then  Patsy  -  is  now  a  campaigner  too, 
for  the  Gurkhas  and  a  garden  bridge 
over  the  Thames.  Born  in  Kashmir 
in  1946  and  bred  in  Malaya,  she  has 
mountains  in  her  blood 

►  BUILDING  THE  POTALA  PALACE.  LHASA 

This  was  the  home  of  the  Dalai  Lama  until  the  current  one  was  exiled  in 
the  1950s.  I  ve  never  been  there,  but  my  grandfather  was  a  diplomat  in 
the  region  and  my  grandmother  was  the  first  European  woman  to  visit 
the  palace.  She  made  wonderful  pastels  and  paintings  of  it,  which  she 
gave  to  her  granddaughters,  and  which  I  look  at  every  day.  It’s  owned  by 
the  Chinese:  the  Tibetans  are  having  their  culture  stolen.  I’m  determined 
only  to  go  when  its  an  autonomous  region.  It's  on  the  hill  in  the  middle  of 
Lhasa  on  a  vast  plain.  The  palace  rises  out  of  the  rock,  terracotta, 
gold-topped:  it’s  staggeringly  beautiful  and  austere.  The  Dalai  Lama  has 
written  about  the  sense  of  mystery,  tragedy  and  hope  that  pervades  it. 


V  JOURNEY  UP  THE  NILE 

To  follow  a  river  is  thrilling  -  wherever  it  is, 
try  it,  even  if  it's  a  tiny  one.  We  started  at 
Alexandria  and  followed  the  Nile  through 
majestic  Egypt,  then  Sudan  -  complicated 
but  fascinating.  In  Uganda,  we  ventured 
out  on  a  small  boat  and  found  ourselves 
surrounded  by  400  hippos.  But  it  was 
Rwanda  that  was  such  a  surprise.  In  places 
it  looks  like  Italy,  with  mountains  and  fertile 
terraces.  We  doubled  back  into  Ethiopia  to 
collect  the  Blue  Nile  in  the  Highlands  -  just 
stunning.  It  was  an  extraordinary  journey;  I 
dream  and  dream  of  going  back. 


VIEW  THE  EIGER  AND  JUNGFRAU 
FROM  HUREN,  SWITZERLAND 

In  the  1960s,  I  was  a  Bond  girl  in  "On  Her 
Majesty’s  Secret  Service”,  and  every  day  for 
two  months,  bedecked  with  thick  make-up 
and  false  eyelashes,  we'd  be  sent  up  the 
cable  car  to  Schilthorn,  Blofelds  lair.  From 
there,  we  could  look  across  at  the  Eiger,  the 
Monch  and  the  Jungfrau  -  the  Ogre,  the 
Monk  and  the  Maiden.  Having  been  born  in 
the  mountains,  I  have  them  in  my  blood,  and 


I  used  to  stare  across  the  vast  valley  at  the 
alpine  view,  and  try  to  draw  it.  There’s  such 
drama.  The  north  face  of  the  Eiger  is  fierce 
and  forbidding;  the  Jungfrau  sits  calmly  in  its 
own  climate.  The  circular  restaurant  is  still 
there  -  where  we,  the  angels  of  death,  were 
being  recruited  to  spread  germ  warfare. 

CITY  LONDON 

Although  England  was  always  called  home,  I 
didn’t  know  it  at  all.  When  I  left  school  and 
moved  to  London,  I  fell  completely  under  its 
spell.  It’s  a  world  apart  from  anywhere  else, 
even  in  Britain.  I  love  its  diversity,  its  beauty 
and  occasional  ugliness.  There’s  always 
something  going  on,  somewhere.  Where  we 
live,  in  south  London,  the  fruit  and  flowers 
and  vegetables  come  to  market  early,  and 
you  can  get  up  before  dawn  and  come  back 
with  a  bunch  of  lilies  as  big  as  your  house. 
There  are  trees  and  squirrels  and  the  sound 
of  Big  Ben.  I’ve  been  working  with  Thomas 
Heatherwick  to  devise  a  garden  bridge  over 
the  Thames.  It  will  be  my  present  to  London 
for  letting  me  love  her.  And  when  I’m  gone, 
the  birds  will  still  be  singing  there. 

HOTEL  THE  AMANBAGH,  RAJASTHAN 

I  was  born  in  Kashmir,  and  although  I  left 
seven  months  later,  I  keep  being  drawn  back 
to  that  part  of  the  world.  I  went  to  the 
capital,  Srinagar,  in  my  early  30s  and  was 
bewitched.  Everything  about  the  landscape 
is  from  a  fairy  tale:  it’s  surrounded  by  lofty 
Himalayan  peaks,  with  lush  lakes  criss¬ 
crossed  by  tiny  shikara  boats,  studded  with 
waterlilies,  and  swooped  over  by  kingfishers. 
On  first  seeing  it,  the  Moghul  emperor,  Shah 
Jahan,  called  it  a  paradise  on  earth.  The 
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Amanbagh  is  in  Rajasthan,  not  too  far  away, 
and  equally  magnificent.  The  hotel  is  out  of 
this  world:  peaceful,  ravishingly  luxurious, 
with  drinks  at  sunset  by  a  lake,  camel  rides, 
sitar  music,  fabulous  food  whenever  you 
want  and  buildings  of  sensational  beauty. 

BEACH  DOLPHIN  BEACH, 
TSARABANJINA 

Twenty  years  ago,  I  was  cast  away  on  a  tiny 
desert  island  to  make  a  programme  called 
“Girl  Friday".  The  island  was  Tsarabanjina,  a 
tiny  speck  off  the  north-west  coast  of 
Madagascar  where  the  sea  is  like  crystal.  I 
lived  like  a  rat  with  virtually  nothing  -  I  slept 
in  a  cave,  I  had  no  toothbrush,  no  soap.  The 
camera  crew  would  come  each  day,  and 
leave  before  the  sun  set  and  the  tiny 
hatched  turtles  crawled  out  of  their  shells. 
The  island  was  jungle,  edged  by  golden 
beaches.  I  drew  a  map  and  named  all  the 
places  -  this  beach  was  in  honour  of  an 
astonishing  display  of  dancing  dolphins  I  saw. 

WORK  OF  ART  MADONNA  OF  THE 
GOLDFINCH  BY  TIEPOLO 

I’ve  collected  paintings  all  my  life,  and,  when 
the  time  comes,  I  would  like  nothing  better 
than  to  paint.  One  of  my  heroes  is  Giovanni 
Battista  Tiepolo.  He  was  born  at  the  end  of 
the  17th  century  and  did  lots  of  ceilings  and 
huge  paintings,  but  I  most  like  the  way  he 
paints  people:  they  look  as  if  they  were 
painted  yesterday.  My  favourite  is  the 
Madonna  with  the  chubby  Christ  on  her  lap, 
his  hand  held  out,  with  a  goldfinch  perched 
on  it.  I  love  nature,  animals,  flowers  -  I’m  a 
vegetarian  and  I  love  this  godly  blessing  of  a 
little  bird.  It’s  an  enchanting  picture.  ■ 


VIDALIA,  LOUISIANA 

The  Natchez-Vidalia  Bridge 
carries  three  highways 
across  the  Mississippi.  “In 
America,"  Garry  Simpson 
says,  "this  is  a  nothing 
bridge.”  But  he  was  so 
awed  by  its  size  that  he 
asked  his  assistant  to  step 

into  the-shot  far  scale 
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They’re  not  famous,  but  they  get  the  job  done  and  have  a  rigorous  beauty.  Garry  Simpson 
captures  bridges  from  the  Deep  South  to  the  Alps,  and  tells  Lucy  Farmer  what  he  looks  for 


When  you  cross  a  bridge,  it  is  the  sweeping  view  or  the 
rolling  horizon  that  holds  your  attention,  not  the  structure 
that  makes  the  air  solid  beneath  your  feet.  These  wonders  of 
engineering  that  cheat  difficult  terrain  and  smooth  our  pas¬ 
sage  are  apt  to  be  taken  for  granted.  There  are  a  few  show¬ 


men  -  Sydney’s  soaring  Harbour  Bridge,  the  romantic 
Rialto  in  Venice  and  London’s  stately  Tower  Bridge  -  which 
are  destinations  in  their  own  right.  But  there  are  many  more 
dogsbodies  that  span  rivers  and  ravines,  stoically  fulfilling 
their  purpose. 
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>  For  this  photo  essay  Garry  Simpson  has  captured 

bridges  that  have  a  quiet  beauty.  Some  caught  his  eye  dur¬ 
ing  road  trips  between  jobs,  “not  hero  bridges,  but  ones  off 
the  beaten  track”.  We  asked  him  to  photograph  a  few  more 
in  England’s  industrial  north  and  the  Swiss  Alps  -  a  land  of 
mountains,  valleys  and  exemplary  engineering. 

Simpson,  who  grew  up  at  the  other  end  of  England 
in  Bournemouth,  was  always  a  “right  brain”  kid,  constantly 
drawing  cartoons,  mostly  from  “The  Jungle  Book”.  His 
father  gave  him  his  first  camera  when  he  was  n.  “A  horren¬ 
dous  clich£”  for  a  photographer,  he  admits  with  a  grin.  But 
the  rest  of  his  story  is  not  so  predictable.  On  leaving  school  in 
the  1980s,  a  creative  career  wasn’t  an  option  for  Simpson,  so 
he  joined  the  Royal  Marines  for  eight  years  and  hardly  took  a 
snap.  Later,  he  realised  that  it  was  the  power  of  an  image  on  a 
recruitment  leaflet  —  “six  men  in  a  speedboat  racing  through 
beautiful  blue  waters  with  tanned  faces”  -  that  had  persuad¬ 
ed  him  to  join  the  armed  forces.  After  leaving,  he  followed 
his  visual  instincts  and  retrained  as  a  photographer. 

His  military  experience  certainly  influences  his  ar¬ 
tistic  eye,  he  says.  These  landscapes  give  us  a  scene  viewed 
from  a  distance,  framing  everything  in  sight.  The  habit  could 
be  a  hangover  from  his  days  on  duty  at  “observation  posts”, 
strategically  watching  action  from  holes  dug  in  the  ground. 
The  discipline  of  a  marine  also  comes  in  handy  with  planning, 
logistics  and  those  early  starts  to  catch  the  dawn  light  and  the 
crisp  snowflakes  on  the  firs. 

Such  pragmatism  follows  through  to  the  finished 
image.  Simpson  likes  to  find  a  sense  of  order  in  his  photo¬ 
graphs.  Perhaps  these  bridges,  with  their  unfancy  functional¬ 
ity,  appeal  to  this  side  of  him?  He  spends  a  lot  of  time  search¬ 
ing  for  the  right  position  for  his  shot.  In  the  Alps,  patience 
was  a  virtue  -  a  30-minute  trek  downhill  was  often  rewarded 
with  a  view  blocked  by  trees.  And  it  was  a  longer  scramble 
back  up,  only  to  descend  again  the  other  side.  But  little  is  left 
to  chance.  Once  he  finds  his  angle,  Simpson  will  flip  open  his 
compass  and  calculate  when  the  best  light  will  fall  over  the 
scene.  Then  he  waits. 

Simpson  still  has  that  first  camera,  a  Russian  lomo; 
as  a  boy,  he  would  forget  to  wind  it  on  and  end  up  taking  sev¬ 
eral  pictures  on  one  frame.  These  days  he  uses  more  techni¬ 
cal  large-  and  medium-format  cameras,  shooting  on  both 
film,  which  he  finds  “softer”,  and  digital,  which  is  “more 
practical”.  But  when  using  digital  on  location,  he  says,  you 
have  to  protect  the  highlights.  The  brightest  parts  of  a  shot 
can  disappear  on  a  digital  frame,  so  you  are  left  with  a  step 
between  the  light  the  sensors  can  hold  and  an  empty  white¬ 
ness  for  anything  brighter.  Film,  which  creates  a  more  fluid 
image  from  an  “organic  mess  of  crystals”,  is  more  forgiving. 
Irregularities  can  be  fixed  on  a  computer,  but  Simpson  feels 
too  much  post-production  lends  a  photograph  a  flat,  video - 
like  quality.  Only  planning  and  patience  can  deliver  the  natu¬ 
ral  look  and  “elevated  sense  of  light”  he  demands. 

These  landscapes  could  be  called  cinematic.  Simpson 
likens  them  to  the  “establishing  shot”  in  a  feature  film.  The 
wide-angle  view.  “Epic”  is  the  word.  The  bridges  are  the 
main  characters  in  these  scenes,  stamping  themselves  on  the 
landscape  and  refusing  to  bend  to  its  mercurial  nature.  Vast, 
brutal  and  beautiful.  ■ 
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INTELLIGENT  LIFE  FEATURES 


KINGSTON-UPON-HULL, 

ENGLAND 

When  the  Humber  Bridge 
opened  in  1981  it  was  the 
longest  single-span  suspension 
bridge  in  the  world.  Simpson 
admires  its  brutal  minimalism, 
and  the  way  its  concrete 
density  appears  to  defy 
gravity,  hanging  in  space 


MIDDLESBROUGH, 

ENGLAND 

The  Transporter  Bridge  - 
"the  Tranny”  to  affectionate 
locals  -  has  been  shuttling 
vehicles  across  the  Tees  for 
over  100  years.  An  onlooker 
told  Simpson  the  brash  yellow 
gondola  might  be  replaced 
with  a  modern  glass  one.  But 
its  cheery  blue  will  remain 
-  the  men  in  orange  suits 
clinging  to  the  towers  were 
repainting  it 
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STOCKTON-ON-TEES, 

ENGLAND 

A  triumph  of  design  over 
pragmatism,  the  Infinity 
Bridge  suggests  fluidity  and 
unity.  When  the  river  is  still, 
the  reflection  completes  the 
infinity  symbol.  For  Simpson, 
this  “show-offy  bridge”  jars 
with  the  area's  industrial 
heritage 


RUNCORN,  ENGLAND 

This  wrought-iron  wonder 
once  carried  steam  trains 
over  the  Mersey  to  Widnes. 
Simpson  likes  its  "industrial- 
revolution  feel”.  Its  lattice 
girders,  rusting  in  places,  are 
a  reminder  of  Merseyside's 
past  as  a  hub  of  factories, 
warehouses  and  waterways 


INTELLIGENT  LIFE  LANDSCAPES  OF  THE  MIND 


Tumingoveran  old  leaf 

Robert  Macfarlane  goes  back  to  a  Calvino  novel  that  can  make  a  grown  man  climb  trees 


It  begins  with  a  family  argument  at  the  dinner  table.  The  year 
is  1767,  and  in  a  mansion  in  Liguria  a  small  boy  is  taking  a  stand. 
Cosimo,  our  12-year-old  hero,  refuses  to  eat  the  dish  of  snails  that 
has  been  set  before  him.  His  father,  the  Baron  Arminio  Piovasco 
di  Rondb,  whose  horsehair  wig  flaps  over  his  ears,  is  in  no  mood 
for  dissent.  But  Cosimo  pushes  away  his  plate,  rises  from  the 
table,  picks  up  his  tricorn  and  rapier,  runs  out  into  the  garden  and 
climbs  the  great  holm  oak  whose  branches  spread  beyond  the  win¬ 
dows  of  the  dining  room.  “I’ll  never  come  down  again!  ”  he  cries. 

And  he  never  does.  From  the  holm  oak,  Cosimo  clambers  into 
a  nearby  elm  tree;  from  the  elm  to  a  carob,  from  the  carob  to  a  mul¬ 
berry,  from  the  mulberry  to  a  magnolia  -  and  then  he  is  beyond 
the  curtilage  of  his  father’s  property,  and  into  the  immense  forests 
of  late-i8th-century  Europe.  Up  in  that  continent- wide  canopy, 
Cosimo  learns  how  to  sleep,  eat  and  wash  at  altitude,  and  how 
to  fish  and  farm  without  setting  foot  on  the  earth.  His  legend  as 
a  levitator  spreads;  followers  join  him,  and  he  founds  an  informal 
republic  of  the  trees.  For  53  years  he  haunts  the  branches ,  “II  Barone 
rampante”,  looking  down  as  Europe  is  wracked  by  revolution. 

Imagine  it.  Imagine  taking  to  the  trees  and  staying  there.  It 
speaks  to  two  dreams  grained  deep  into  many  of  us.  The  dream  of 
escape  to  a  forest  Utopia  (Robin  Hood,  Francois  Truffaut’s  “En¬ 
fant  Sauvage”),  and  the  dream  of  the  wildwood  -  an  impossibly 
vast  forest  as  yet  unruptured  by  roads  and  unschismed  by  settle¬ 
ments,  through  which  you  might  travel  for  days  in  any  direction. 

Like  most  children,  I  climbed  trees;  like  most  adults,  I 
stopped  doing  so.  But  in  my  late  20s,  I  started  again.  Partly  to 
keep  my  own  children  company  in  the  canopy.  Partly  because  I 
re-read  Robert  Frost’s  poem  “Birches”,  about  climbing  “black 
branches  up  a  snow-white  trunk”  and  leaning  outwards  until 
the  top  of  the  birch  first  curves  under  your  weight  and  then  lolls 
earthwards  to  deposit  you  softly  on  the  ground.  But  mostly 


because  of  Italo  Calvino’s  “The  Baron  in  the  Trees”. 

As  I  climbed  again  under  Calvino’s  spell,  I  learned  to  distin¬ 
guish  the  hospitality  of  different  trees.  Cosimo  was  most  fond  of 
the  olive,  the  “gummy  texture”  of  the  fig,  and  the  walnut,  whose 
“endless  spread  of  branches  was  like  a  palace  of  many  floors  and 
innumerable  rooms”.  I  relished  the  reliability  of  the  rotless  horn¬ 
beam,  and  avoided  the  warningly  named  crack  willow.  Above  all 
I  came  to  appreciate  the  beech,  with  its  silvery  bark  and  its  dip¬ 
ping  radial  branches  that  reached  down  like  helping  hands. 

I  have  never  spent  a  night  aloft,  let  alone  a  lifetime,  but  it  is 
true  -  as  Calvino  suggests  -  that  being  high  in  a  tree  can  alter  the 
way  you  think  and  see.  Cosimo’s  senses  became  re-tuned,  such 
that  he  “listened  to  the  sap  running  through  its  cells,  the  circles 
marking  the  years  inside  the  trunks. .  .the  birds  sleeping  and  quiv¬ 
ering  in  their  nests. .  .and  the  caterpillar  waking  and  the  chrysalis 
opening”. 

Tree-climbing  isn’t  without  its  dangers.  There  are  splinters 
to  be  tweezered  out,  sprained  ankles  to  be  strapped,  and  worse. 
Recently,  a  friend  tried  to  repeat  Frost’s  birch-swinging  poem. 
But  the  top  of  the  birch  snapped  clean  off  in  his  hands,  and  he 
fell  20  feet  to  the  forest  floor,  landing  a  few  yards  from  his  two 
children,  fracturing  his  spine,  breaking  four  ribs  and  puncturing 
both  lungs. 

Even  death  cannot  bring  Cosimo  down  to  earth,  though.  By 
the  novel’s  end  he  is  an  old  man,  stricken  with  illness  and  confined 
to  a  walnut  in  a  town  square.  One  morning  he  climbs  to  its  topmost 
branch,  wearing  only  a  shirt.  Out  of  the  west  appears  a  hot-air 
balloon,  trailing  an  anchor  rope.  As  it  passes  overhead  the  dying 
Cosimo  leaps  from  his  branch,  grasps  the  rope,  and  is  whisked 
over  the  blue  bay  beyond.  His  body  is  never  found,  and  the 
epitaph  on  his  gravestone  reads:  “Cosimo  Piovasco  di  Rond6  - 
Lived  in  trees  -  Always  loved  earth  -  Went  into  sky”.  ■ 
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BERLIN 

Angela  Merkel  is  constrained  in  the  search  for  a  compromise  over  the  appointment 
of  the  next  president  of  the  EU  Commission 


Germany  and  the  EU 

Still  a  sorry  mess 


WHAT  a  boatload  of  frustration  Jean- 
Claude  Juncker  must  have  felt  on 
June  9th.  A  former  prime  minister  of  Lux¬ 
embourg  who  now  hopes  to  become  presi¬ 
dent  of  the  European  Commission,  he  had 
to  watch  four  heads  of  government  smiling 
for  the  cameras  on  a  summery  lake  in  Swe¬ 
den,  as  they  enjoyed  themselves  in  a  skiff. 
At  the  oars  was  Sweden’s  prime  minister, 
Fredrik  Reinfeldt,  the  host  of  this  mini¬ 
summit.  In  the  boat  were  David  Cameron 
of  Britain,  Mark  Rutte  of  the  Netherlands 
and  Angela  Merkel  of  Germany. 

The  three  men  in  the  boat  are  sceptical 
that  Mr  Juncker  is  right  for  the  j  ob.  Mr  Cam¬ 
eron  openly  opposes  his  candidacy  as  he 
considers  him  a  die-hard  federalist  who 
would  be  unable  and  unwilling  to  reform 
the  European  Union.  Mr  Cameron  has 
even  hinted  that  if  Mr  Juncker  becomes 
president  he  may  have  to  move  a  proposed 
British  referendum  on  eu  membership  for¬ 
ward  from  2017. 

Mr  Reinfeldt,  for  his  part,  spoke  for 
many  eu  countries  in  rejecting  a  parlia¬ 
ment-led  process  for  choosing  the  next 
president.  In  the  run-up  to  the  European 
elections  on  May  25th,  Martin  Schulz,  a 
German  Social  Democrat,  who  was  presi¬ 
dent  of  the  European  Parliament,  began 
talking  up  the  German  custom  that  each 
party  should  choose  a  Spitzenkandidat  (top 
candidate),  and  the  one  from  the  largest 
party  should  then  become  commission 
president.  Mr  Schulz  himself  was  the  top 


candidate  of  the  Socialists  and  Democrats. 

The  German  public  is  largely  apathetic 
about  all  this.  The  German  media  and  po¬ 
litical  elite,  however,  have  accepted  Mr 
Schulz’s  logic  wholesale,  seeing  a  parlia¬ 
ment-chosen  president  as  somehow  more 
democratic  than  a  candidate  chosen  by  the 
European  Council  (of  member  states’  lead¬ 
ers)  and  subsequently  confirmed  by  the 
parliament.  This  is  nonsense,  argues  Mr 
Cameron.  The  governments  in  the  council 
are  democratically  elected.  And  the  Lisbon 
treaty  gives  the  council  the  prerogative  of 
suggesting  a  candidate. 

Nonetheless,  says  Simon  McDonald, 
Britain’s  ambassador  to  Germany,  the  Ger¬ 
man  press  is  “killing  us”  with  the  argument 
that  in  choosing  the  next  president  it  is 
“Britain  versus  democracy.”  Mr  Juncker  un¬ 
surprisingly  supports  that  line.  As  Spitzen¬ 
kandidat  of  the  centre-right  European  Peo¬ 
ple’s  Party,  the  largest  party  in  Strasbourg, 
he  now  claims  the  mandate  to  become 
president. 

As  usual  when  eu  leaders  cannot  agree, 
they  are  looking  to  Mrs  Merkel  to  sort  out 
the  mess.  The  leader  of  the  most  powerful 
member  state,  however,  has  made  a  series 
of  uncharacteristic  tactical  errors,  which 
have  left  her  in  a  constricted  position.  Her 
biggest  mistake  was  to  allow  the  German 
Social  Democrats,  who  are  her  coalition 
partners,  to  lobby  so  forcefully  for  the  idea 
of  a  Spitzenkandidat  before  the  election 
that  she  cannot  simply  ignore  it  now.  An¬ 


other  slip  was  to  accept  Mr  Juncker  as  her 
own  party-family’s  choice.  She  has  noth¬ 
ing  against  him  but  regards  him  as  expend¬ 
able.  During  the  campaign,  her  support  for 
him  was  noticeably  tepid. 

One  constraint  on  her  is  domestic.  She 
cannot  rebuff  the  Social  Democrats  com¬ 
pletely  for  fear  of  risking  her  coalition, 
which  means  that  Mr  Schulz  must  be 
bought  off  with  a  juicy  eu  role.  Yet  Mrs 
Merkel’s  main  limitation  is  her  goal  to  keep 
Britain  in  the  eu.  This  is  a  priority,  as  she 
made  clear  in  addressing  the  German  par¬ 
liament  on  June  4th.  She  mentioned  her 
support  for  Mr  Juncker  in  passing  but  then 
sang  an  impassioned  paean  to  Britain. 
Though  “not  an  easy  partner”,  she  said, 
Britain  has  contributed  much  to  Europe 
and  now  shares  with  Germany  many  val¬ 
ues  and  goals  for  the  eu.  She  considers  it 
“grossly  negligent,  unacceptable  even” 
how  “casually”  some  of  her  compatriots 
view  a  possible  British  exit. 

To  Mrs  Merkel,  as  to  the  rest  of  her 
northern  crew  on  the  Swedish  lake,  Britain 
is  a  vital  counterweight  to  France  and  the 
southern  countries  in  keeping  the  eu  liber¬ 
al  and  pushing  for  freer  trade,  less  regula¬ 
tion  and  tighter  budgeting.  She  cannot  ap¬ 
pear  to  surrender  to  Mr  Cameron’s 
demands.  But  she  wants  to  accommodate 
as  many  of  them  as  possible. 

Realising  that  she  has  lately  been  off 
form,  Ms  Merkel  is  now  resorting  to  trusted 
methods.  Chief  among  these  is  to  slow 
everything  down.  Thus  she  wants  to  use 
the  next  eu  summit  on  June  26th  to  set  the 
eu’s  reform  agenda,  which  should  please 
Mr  Cameron,  while  postponing  a  decision 
on  the  presidency.  Eventually,  Mr  Camer¬ 
on  could  declare  victory  and  accept  Mr 
Juncker  as  irrelevant.  Or  Mr  Juncker  could 
bow  out  voluntarily.  Good  results  “take 
time”,  Mrs  Merkel  told  her  parliament.  “We 
have  it,  and  I  will  use  it.”  ■ 
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Hungarian  politics 

The  Lazar  affair 


BUDAPEST 

Is  freedom  of  expression  under  threat? 

DECENT  jobs  are  hard  to  find  in  Hunga¬ 
ry’s  shrinking  media.  So  a  mass  resig¬ 
nation  from  one  of  the  country’s  leading 
news  portals,  amid  claims  of  political  pres¬ 
sure,  has  been  a  big  shock.  Around  30  jour¬ 
nalists  have  resigned  from  origo.hu  after 
the  departure  of  Gergo  Saling,  the  editor. 
More  may  follow. 

On  May  27th  Mr  Saling  published  an  ex¬ 
pose  of  the  lavish  expenses  claimed  for 
business  trips  abroad  by  Janos  Lazar,  the 
powerful  chief  of  cabinet  to  the  prime  min¬ 
ister,  Viktor  Orban.  Mr  Lazar,  who  seems  to 
be  Mr  Orban’s  anointed  successor,  issued  a 
sarcastic  statement  and  repaid  the  money: 
almost  2m  forint  ($8,870).  A  week  later,  Mr 
Saling  was  gone;  hundreds  of  journalists 
and  their  supporters  marched  from 
origo.hu’s  office  to  the  parliament. 

The  affair  may  have  wider  ramifica¬ 
tions.  Origo.hu  is  owned  by  Magyar  Tele¬ 
kom,  a  subsidiary  of  Deutsche  Telekom.  A 
rival  website,  444.hu,  claims  that  the  gov¬ 
ernment  has  exerted  steady  pressure  on 
Magyar  Telekom  to  tone  down  origo.hu’s 
critical  coverage.  Chris  Mattheisen,  chief 
executive  of  Magyar  Telekom,  disputes 
this.  Mr  Saling  could  have  stayed  on  as  po¬ 
litical  editor,  he  says,  but  instead  chose  to 
leave  by  mutual  agreement.  Mr  Lazar 
strongly  denies  that  he  was  in  any  way 
connected  to  Mr  Saling’s  exit. 

Unease  over  freedom  of  expression  has 
other  sources,  too.  Onjuneiith  parliament 
passed  a  new  tax  on  advertising  revenue, 
which  media  firms  say  would  bankrupt 
them.  The  levy,  which  will  rise,  propor¬ 
tionally  to  income,  to  40%,  prompted  a  rare 
display  of  unity  among  Hungary’s  parti- 
sanjournalists. 

The  two  main  daily  newspapers  both 
ran  a  blank  page  in  protest  before  the  law 
was  passed.  The  new  tax  would  “ruin  the 
majority  of  media  companies”,  says  the 
Hungarian  Advertising  Association.  It  will 
raise  around  7  billion  forint  year,  according 
to  the  association,  half  of  which  would 
come  from  rtl  Klub,  a  commercial  televi¬ 
sion  station.  The  tax,  says  the  station,  is  “an 
aggressive  attempt  to  undermine  the  big¬ 
gest  media  company  of  the  country”. 

Such  an  outcome  may  not  be  unwel¬ 
come  for  the  governing  party,  cynics  argue. 
The  closure  of  websites  and  commercial 
broadcast  media  would  leave  the  field 
clear  for  state  television  and  radio,  which 
have  been  reduced  to  arms  of  the  govern¬ 
ment’s  propaganda  machine.  Statistics 
compiled  by  the  State  Media  and  Broad- 


The  French  and  monarchy 

Vive  la  reine! 


PARIS 


Why  the  French  love  Britain’s  queen 

THE  capital  of  the  French  republic  is 
better  known  for  beheading  mon- 
archs  than  celebrating  them.  But  Paris 
went  wild  for  Britain’s  queen  during  her 
state  visit  last  week.  Crowds  on  the 
Champs-Elysees  cheered  as  her  royal 
convoy  drove  past.  Socialist  ministers 
lined  up  enthusiastically  to  greet  her  at 
her  birthday  garden  party. 

The  queen’s  arrival  at  the  internation¬ 
al  ceremony  on  “Sword”  beach  to  re¬ 
member  the  70th  anniversary  of  D-Day 
drew  louder  applause  than  that  of  Amer¬ 
ica’s  president.  Anne  Hidalgo,  the  Social¬ 
ist  mayor  of  Paris,  even  had  a  flower 
market  named  after  her  on  the  capital’s 
He  de  la  Cite,  which  happens  to  be  home 
to  the  Conciergerie  prison  where  Marie- 
Antoinette  was  held  before  being  carted 
to  the  guillotine  in  1793.  “The  queen  of  the 
French”  ran  a  headline  in  Le  Monde,  a 
left-leaning  daily. 

Why  are  the  French  so  smitten  by  the 
world’s  longest-reigning  queen?  Partly 
because  she  embodies  the  post-war  era  in 
which  their  modern  republic  was  born: 
she  was  crowned  in  1953  and  has  known 
all  seven  presidents  of  the  Fifth  Republic. 
Her  affection  for  France,  and  grasp  of  the 
language,  also  help.  After  foie  gras  de 
canard  at  a  state  dinner  at  the  Elysee 
Palace,  with  Francois  Hollande,  the  presi¬ 
dent,  she  spoke  of  her  “grande  affection” 
for  the  French  people.  This  was  the 
queen’s  fifth  state  visit  to  the  republic. 

Another  reason  is  that  the  French, 
shorn  of  their  own  monarchy,  have  long 
become  avid  voyeurs  of  everybody 
else’s.  Point  de  vue  and  Paris-Match,  two 
magazines  that  splash  photos  of  royals 
across  their  pages,  were  launched  back  in 
the  1940s.  The  French  turned  the  Monaco 
royals  into  celebrities  before  reality  tele¬ 
vision  invented  instant  fame  for  every¬ 


body  else.  In  2011  the  French  cleared  the 
airwaves  to  cover  Prince  William’s  wed¬ 
ding  on  live  public  television;  9m  view¬ 
ers  tuned  in  to  watch. 

Perhaps  the  hidden  reason  for  French 
royal  fervour,  though,  is  a  secret  envy 
mixed  with  regret.  Mr  Hollande,  stuck 
with  a  16%  popularity  rating,  is  said  to 
have  noted  wryly  how  refreshing  it  was 
to  hear  cheering  crowds  when  he  accom¬ 
panied  the  queen.  Asked  in  a  poll  what 
they  thought  today  of  the  execution  of 
Louis  xvi  in  1793,  more  of  the  French 
(29%)  judged  it  “unfair”  than  “under¬ 
standable”  (23%).  The  French  “have  a 
royalty  complex”,  wrote  Herve  Gattegno 
in  Le  Point,  and  have  built  their  republic 
on  monarchical  traditions  as  if  to  com¬ 
pensate.  The  president,  who  has  more 
sweeping  powers  than  almost  any  other 
modern  democratic  leader,  is  fussed  over 
by  much  pomp  and  splendour-and  the 
seat  of  the  presidency  is  a  palace. 


La  grande  affection  all  around 


cast  Authority  show  that  government  min¬ 
isters  and  politicians  from  the  ruling  Fidesz 
party  receive  twice  as  much  airtime  as  the 
opposition  does  on  state  television. 

Elsewhere,  activists  are  also  protesting 
over  a  raid  by  officials  of  the  central  bud¬ 
getary  authority  on  three  ngos  that  distri¬ 
bute  funds  from  Norway.  The  raid  follows 
the  introduction  of  a  government  list  of 
questionable  ngos  and  a  row  in  which 
Mr  Lazar  accused  Vidar  Helgesen,  Nor¬ 
way’s  minister  for  eu  affairs,  of  trying  to  in¬ 
fluence  Hungarian  politics  by  funding 
ngos  connected  to  lmp,  a  small  liberal 
party.  That  caused  fury  in  Oslo,  where  the 
Hungarian  ambassador  to  Norway  was 


summoned  to  the  foreign  ministry.  Hunga¬ 
ry  has  no  jurisdiction  over  the  grants  pro¬ 
gramme,  said  Mr  Helgesen,  who  is  “deeply 
concerned”  by  the  Hungarian  authorities’ 
“attempts  to  limit  freedom  of  expression”. 

Hungarian  officials  claim  there  is  no 
crackdown  on  civil  society.  “Civil-society 
organisations  are  free  to  apply  for  fund¬ 
ing,”  says  Ferenc  Kumin,  a  government 
spokesman.  “But  they  have  to  work  ac¬ 
cording  to  the  rules  and  be  transparent.” 

Being  on  the  list  is  now  a  badge  of  pride. 
“We  are  very  glad  to  be  included,”  said  Ta- 
mas  Bodoky  of  atlatszo.hu,  a  website  for 
investigative  journalism.  “It  would  have 
been  most  embarrassing  to  be  left  out.”  ■ 
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Ireland's  missing  babies 

The  search  for  the 
truth 

DUBLIN 

Where  are  nearly  800  babies  buried? 

ATHERINE  CORLESS,  a  farmer,  house¬ 
wife  and  local  historian  in  Tuam,  a 
small  town  in  the  west  of  Ireland,  strug¬ 
gled  for  four  years  to  establish  the  truth 
about  two  questions:  how  many  children 
died  in  a  local  mother-and-baby  home  be¬ 
tween  1925  and  1961,  and  where  were  their 
bodies  buried?  Although  she  received  little 
help,  she  has  succeeded  in  answering  the 
first  question.  A  government  inquiry 
should  soon  help  to  answer  the  second. 

Her  recently  completed  research 
showed  that  796  children  had  died  in  the 
town’s  home  for  unmarried  mothers  in 
those  36  years.  The  home,  previously  a 
workhouse,  was  run  by  the  nuns  of  Bon  Se- 
cours,  a  Roman  Catholic  order  of  French 
origin;  the  rate  of  infant  mortality  was  well 
above  the  national  average. 

The  revelation  of  the  very  large  number 
of  baby  deaths,  and  the  suggestion,  as  yet 
unproven,  that  many  infants  may  have 
been  buried  in  a  mass  grave  in  the  grounds 
of  the  former  care-home,  has  stirre  d  the  na¬ 
tional  conscience.  It  has  also  shed  light  on  a 
shadowy  chapter  in  Ireland’s  history:  how 
the  church,  the  state  and  society  as  a  whole 
treated  unmarried  women  and  their  chil¬ 
dren.  The  women  were  shown  little  com¬ 
passion  and  generally  shunned  as  social 
outcasts.  Many  were  disowned  by  their 
families;  polite  society  dismissed  them  as 
“fallen”.  Since  their  offspring  were  born 
out  of  wedlock,  they  were  stigmatised,  too. 
Unmarried  mothers  and  their  children 
were  seen  as  a  “  problem”  best  solved  by 
removing  them  from  society  and  by  send¬ 
ing  them  to  institutional  care  and  isolation. 

By  painstakingly  collecting  the  death 
certificates  of  the  deceased  children  at  the 
home,  Ms  Corless  has  established  both 
their  number  and  how  they  had  died.  But 
where  they  were  buried  remains  mostly  a 
mystery,  as  no  burial  records  exist  for  these 
children.  A  first  step  in  solving  it  was  made 
when  two  young  boys  found  an  estimated 
20  skeletons  buried  in  a  small  hole  in  1975. 
No  official  investigation  followed  that  dis¬ 
covery.  Some  thought  the  bones  could 
have  been  the  remains  of  famine  victims 
from  the  mid-i9th  century.  Ms  Corless  con¬ 
cluded  that  many  of  the  babies  were  bu¬ 
ried  in  an  unofficial  graveyard  at  the  back 
of  the  former  home. 

The  Catholic  archbishop  of  Dublin, 
Diarmuid  Martin,  was  quick  to  respond  to 
the  Tuam  story  by  calling  for  a  full  inde¬ 
pendent  inquiry.  A  barrage  of  lurid  and  of¬ 
ten  misleading  headlines  (“Ireland  shock 


Count  your  blessings 


over  800  babies  in  septic  tank”)  in  the  in¬ 
ternational  media  played  a  role  in  the  deci¬ 
sion  of  the  government  to  follow  suit.  On 
June  10th  it  agreed  to  set  up  a  commission 
of  inquiry  to  investigate  events  in  Tuam  as 
well  as  in  all  of  Ireland’s  other  mother-and- 
baby  homes. 

When  he  announced  the  inquiry  in  par¬ 
liament,  the  taoiseach  (prime  minister), 
Enda  Kenny,  was  keen  to  stress  that  this 
was  about  the  country’s  past:  “This  is 
about  the  kind  of  country  Ireland  was, 
where  women,  in  particular,  were  the  fo¬ 
cus  of  shame  and  suppression.” 

Perhaps,  but  modern  Ireland  can  still 
make  some  amends  for  the  sins  of  their  fa¬ 
thers  and  grandfathers.  Establishing  the 
truth,  as  sought  by  Ms  Corless,  and  giving 
hundreds  of  dead  babies  the  recognition 
and  dignity  they  were  denied  in  life,  would 
be  a  start.  ■ 


Syrian  women  in  Turkey 

At  risk 


GAZIANTEP 

Sexual  exploitation  of  Syrian  women 
and  children  is  increasing 

ON  A  recent  evening  Kamil  Gerecci,  a 
former  politician  in  the  southern  city 
of  Gaziantep,  stopped  at  a  traffic  light  in  the 
centre  of  town.  “Within  seconds  a  young 
girl  covered  in  black  from  head  to  toe  leapt 
into  my  car,  gazed  at  me  seductively,  spoke 
in  Arabic  and  stroked  my  hand,”  recalled 
Mr  Gerecci.  “The  poor  child  was  a  Syrian 
prostitute,  I  pushed  her  out.” 

A  few  weeks  earlier  in  the  neighbour¬ 
ing  town  of  Nizip,  a  Turkish  army-vehicle 
pulled  up  by  a  young  woman  as  she 
walked  near  an  open  field.  “The  man  con¬ 
fiscated  my  id  and  forced  me  to  have  sex 
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with  him  and  his  friends  for  21  days,”  said 
the  22-year-old  Syrian  woman. 

Her  ordeal  risks  being  repeated  as  thou¬ 
sands  of  Syrian  refugees  continue  to  flock 
to  Turkey,  a  combination  of  war  and  local 
violence  that  was  the  subject  of  a  confer¬ 
ence  in  London  last  week  (see  page  55).  “Al¬ 
legations  of  abuse  of  women  refugees  and 
of  girls  being  forced  to  prostitute  them¬ 
selves  are  persistent,”  confirmed  Rajaa  Al- 
talli,  a  Syrian  women’s  activist. 

The  number  of  Syrian  refugees  in  Tur¬ 
key  is  estimated  at  nearly  im  and  is  likely  to 
rise  to  14m  by  the  end  of  this  year.  Women 
and  children  make  up  75%  and  those  under 
18  account  for  50%  of  them,  according  to  the 
un.  In  the  town  of  Kilis,  Syrians  now  out¬ 
number  locals.  Syrian  restaurants  are  a 
common  sight.  So  too  are  Syrians  who  beg, 
collect  rubbish  and  shine  shoes. 

Around  one-third  of  the  Syrians  live  in 
some  22  camps  that  are  scattered  mainly 
along  Turkey’s  900km  (560-mile)  border 
with  Syria.  Yet  a  steady  trickle  of  camp  offi¬ 
cials  have  started  blowing  the  whistle  on 
what  one  described  as  “rampant”  sexual 
exploitation  of  women  refugees.  Or¬ 
phaned  girls  and  war  widows  without 
male  relatives  to  protect  them  are  among 
the  most  vulnerable  targets. 

The  Turkish  authorities  were  stirred 
into  action  after  the  22-year-old  woman’s 
plight  became  news.  A  probe  was 
launched  and  the  woman  was  moved  to  a 
different  camp.  “We  take  such  matters  ex¬ 
tremely  seriously,  we  have  zero  tolerance 
for  abuse,”  said  a  Turkish  official. 

Many  of  these  crimes  occur  outside  the 
camps  and  go  unreported  because  many 
women  fear  that  if  their  stories  are  re¬ 
vealed  male  relatives  might  kill  them  to 
“cleanse  the  family  honour”,  say  Ms  Al- 
talli.  Their  tormentors  know  this  and  use  it 
against  them.  And  so  the  women  “remain 
silent  and  continue  to  submit”. 

Children  are  being  exploited,  too.  Ma- 
zlumder,  a  respected  Islamic  advocacy 
group,  has  chronicled  the  plight  of  Syrian 
child  brides,  “marketed  to  older  men”, 
based  on  face-to-face  interviews  with  72 
Syrian  women.  Syrian  brides  have  be¬ 
come  “a  profitable  business”,  with  agents 
fetching  a  commission  of  up  to  5,000  liras 
($2,400)  per  head,  Mazlumder  noted. 

Despite  their  many  trials,  most  Syrians 
say  they  feel  welcome  in  Turkey.  And  for 
many,  Turkey’s  prime  minister,  Recep  Tay- 
yip  Erdogan,  who  is  bent  on  toppling  the 
Syrian  president,  Bashar  Assad,  remains  a 
hero.  But  their  welcome  may  be  wearing 
thin.  The  government  has  spent  $3  billion 
on  the  Syrian  refugees  so  far  and  says  it  can 
no  longer  shoulder  this  burden  alone.  The 
International  Crisis  Group,  a  think-tank, 
observed  in  a  recent  report  that  in  Gazian¬ 
tep,  hospitality  was  turning  into  hostility. 
Many  locals  believe  that  crime  was  rising 
because  of  the  Syrians.  “Mercy  has  its  lim¬ 
it,”  one  said.  ■ 
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The  curse  of  corruption  in  Ukraine 


Ostrich  zoo  and  vintage  cars 


KIEV 


The  fight  against  corruption  is  a  steep  uphill  battle 


THE  Mezhyhirya  compound,  the  resi¬ 
dence  of  Viktor  Yanukovych,  the  de¬ 
posed  president,  sits  on  a  beautiful  plot  of 
land  on  the  Dnieper  river  outside  Kiev.  Mr 
Yanukovych  fled  Mezhyhirya  on  February 
22nd  under  the  cover  of  night.  Since  then,  it 
has  become  an  open-air  museum  of  the 
trappings  of  corruption:  at  weekends  fam¬ 
ilies  stroll  the  manicured  grounds  and  take 
pictures  in  front  of  Mr  Yanukovych’s  vin¬ 
tage-car  collection  and  ostrich  zoo. 

Sitting  in  a  guesthouse  on  the  property, 
Anna  Babinets,  one  of  the  founders  of  Ya- 
nukovychLeaks,  a  website  that  archives 
the  thousands  of  documents  found  at 
Mezhyhirya,  talks  of  the  “power  of  docu¬ 
ments,  of  numbers,  of  knowing  how  politi¬ 
cians  spend  money”.  Ms  Babinets  says  that 
first  walking  through  the  gates  of  Mezhyhi¬ 
rya  and  discovering  the  detailed  schemes 
that  underlined  Mr  Yanukovych’s  rule  was 
a  “fairy  tale”.  The  details  that  have 
emerged  since  have  led  to  new  demands 
for  transparency. 

Corruption  in  Ukraine  did  not  begin 
with  Mr  Yanukovych-nor  will  it  end  with 
him.  Weak  institutions,  low  morale,  and  an 
underdeveloped  sense  of  public  service 
have  made  everyone  from  judges  to  traffic 
police  liable  to  corruption  over  Ukraine’s 
entire  post-Soviet  history.  Murky  privatisa¬ 
tion  overseen  by  the  former  president,  Leo¬ 
nid  Kuchma,  in  the  mid-1990s  created  a 
class  of  oligarchs  who  came  to  exercise  out- 
sized  influence  on  politics  and  business. 
That  the  two  main  candidates  for  the  presi¬ 
dency  in  the  recent  election-Petro  Porosh- 
enko  and  Yulia  Tymoshenko-both  made 
large  fortunes  through  opaque  dealmak¬ 
ing  in  the  1990s  shows  the  unshakable 
dominance  of  the  power  structure  formed 
in  that  era. 

Mr  Yanukovych  managed  to  create  a 
centralised  hierarchy  of  corruption.  He 
placed  himself  and  a  group  known  as  “the 
Family”,  led  by  his  40-year-old  son,  Olek- 
sandr,  at  the  top  of  a  funnel  that  sucked  up 
corrupt  rents  from  all  of  the  country’s  eco¬ 
nomic  sectors  and  institutions.  Mr  Yanuko¬ 
vych’s  attitude,  says  Andrei  Marusov  of 
Transparency  International  in  Ukraine, 
was  that  “there  should  be  only  one  empire 
in  this  country,  and  all  other  empires 
should  become  vassals”.  This  scheme  led 
to  an  ever  more  rapacious  spiral  of  graft:  as 
Mr  Yanukovych’s  increasingly  brazen  cor¬ 
ruption  made  him  less  popular,  he  needed 
more  resources  to  buy  police,  judges  and 
electoral  officials  to  keep  himself  in  power 


at  elections  planned  for  March  2015. 

The  runaway  corruption  of  Mr  Yanuko¬ 
vych’s  rule-and  the  cynicism  that  it  sym- 
bolised-was  one  of  the  motors  of  the  Mai- 
dan  protests  that  toppled  him  from  power. 
Along  with  the  bloody  conflict  in  the  east, 
it  remains  a  primary  concern  of  those  who 
supported  Maidan  and  voted  Mr  Porosh- 
enko  into  office.  After  the  Orange  revolu¬ 
tion  Ukrainians  were  overly  trusting  of 
their  new  leaders;  by  contrast,  after  the 
more  recent  one  they  remain  sceptical  and 
critical.  That  will  put  healthy  pressure  on 
Mr  Poroshenko  and  his  ministers,  but  also 
leave  them  little  room  for  error. 

The  trouble  is  that  the  underlying  archi¬ 
tecture  of  the  governing  apparatus  is  un¬ 
changed.  According  to  Sergii  Leshchenko, 
an  investigative  journalist  at  Ukrainska 
Pravda,  the  “basic  precondition”  for  cor¬ 
ruption  is  the  unchecked  influence  of  busi¬ 
nessmen  in  politics  and  it  still  exists.  Some 
are  already  using  the  reshuffling  of  politi¬ 
cal  power  to  their  benefit.  Igor  Kolomoisky, 
an  oligarch  appointed  to  run  the  region  of 
Dnipropetrovsk,  is  funding  pro-Kiev  battal¬ 
ions  fighting  in  the  east-a  means  to  im¬ 
prove  his  image  and  earn  himself  favours 
he  can  cash  in  later. 

Beyond  that,  says  Mr  Leshchenko,  near¬ 
ly  all  the  other  factors  that  made  corrup¬ 
tion  inevitable  still  remain:  burdensome 
tax  rules,  low  salaries  for  state  employees, 
complicated  and  expensive  customs  regu¬ 
lations,  a  non-transparent  system  of  rent 
payments  for  extracting  natural  resources 
on  state  land  and  a  similarly  corruptible 
structure  of  fees  for  using  state  railways  to 
move  goods  from  factory  to  port. 

Still,  the  country’s  new  senior  officials 


are  signalling  that  they  are  taking  the  fight 
against  corruption  seriously.  “The  culture 
has  changed,”  says  a  European  diplomat  in 
Kiev.  Parliament  has  closed  a  loophole  that 
allowed  parliamentarians  to  avoid  filing 
income  declarations  and  voted  for  a  new 
system  governing  public  procurement.  It  is 
consulting  with  outside  experts  to  draft 
rules  on  conflict-of-interest  so  state  agen¬ 
cies  cannot  buy  goods  and  services  from 
companies  owned  by  state  officials.  The 
next  battle  will  be  over  the  creation  of  an 
anti-corruption  investigative  bureau. 

Many  of  those  at  the  forefront  of  the 
Maidan  movement  think  the  new  govern¬ 
ment  is  not  going  far  enough.  “The  state  has 
become  so  rotted  by  corruption  that  it 
would  be  better  to  start  all  over,”  says  Yeg¬ 
or  Sobolev,  an  activist  who  heads  an  unof¬ 
ficial  body  on  “lustration”,  an  initiative  to 
remove  bureaucrats  tainted  by  corruption 
or  ties  to  the  violence  on  Maidan.  He  and 
his  group  would  like  to  see  a  total  liquida¬ 
tion  of  police,  for  example-as  Georgia  did 
after  the  Rose  revolution,  when  it  rebuilt  its 
national  police  force  from  scratch.  Mr  So¬ 
bolev  helped  lobby  for  Ukraine’s  highest- 
ranking  administrative  judges  to  be  dis¬ 
missed  and  face  re-election  by  their  subor¬ 
dinates.  To  his  disappointment,  around 
half  were  voted  into  office  again  by  the  ju¬ 
nior  judges-a  sign  that  the  system  is  profit¬ 
able  for  those  on  all  levels. 

Tetiana  Chornovol,  another  investiga¬ 
tive  journalist,  was  among  the  first  to  re¬ 
port  on  Mezhyhirya.  One  night  in  Decem¬ 
ber,  at  the  height  of  Maidan,  she  was 
beaten  nearly  to  death  by  unknown  men. 
After  Mr  Yanukovych  fled,  the  interim  gov¬ 
ernment  appointed  her  to  lead  the  state’s 
anti-corruption  committee.  But  now,  three 
months  later,  she  is  frustrated  by  her  limit¬ 
ed  powers.  Even  so,  she  says,  Maidan 
“changed  a  lot  in  national  consciousness, 
in  public  perception”,  destroying  the  wide¬ 
spread  tolerance  of  corruption  that  existed 
before.  “There  really  are  a  lot  of  people 
who  want  to  change  the  country,”  she  says. 
“But  unfortunately  the  higher  up  you  go, 
the  fewer  there  are.”  ■ 
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Charlemagne  |  A  promise  barely  noticed 


Europe  struggles  to  be  heard  among  its  Middle  Eastern  neighbours 


AMERICA’S  retreat  from  the  woes  of  the  world  is  worrying  its 
Lfriends  in  the  Middle  East.  Jihadists  are  surging  through  Iraq; 
Syria  uses  chemical  weapons  without  retribution;  and  the  latest 
American  attempt  to  solve  the  Israeli-Palestinian  conflict  has 
failed.  Is  it  time  for  Europe  to  help  fill  the  vacuum? 

Europeans  always  dream  of  exerting  global  influence  com¬ 
mensurate  with  their  economic  weight.  The  Middle  East’s  pro¬ 
blems  have  a  way  of  washing  up  on  Europe’s  shores,  be  it  boat 
people  landing  on  the  Mediterranean  coast,  or  terrorists  return¬ 
ing  after  being  hardened  by  jihad  in  one  or  other  civil  war.  And 
yet  Europeans  are  struggling  to  be  heard. 

Take  this  week’s  visit  to  Israel  by  Jose  Manuel  Barroso,  presi¬ 
dent  of  the  European  Commission.  He  expanded  on  what,  in  an¬ 
other  time  or  place,  would  be  a  big  promise:  if  and  when  the  Is¬ 
raelis  and  Palestinians  make  peace,  the  eu  stands  ready  to  offer 
economic  integration  akin  to  that  enjoyed  by  Norway  and  Swit¬ 
zerland.  In  Ukraine  the  power  of  a  similar  offer  precipitated  a  civil 
war  and  geopolitical  contest  with  Russia;  in  the  Holy  Land, 
though,  the  promise  of  “special  privileged  partnerships”  was 
barely  noticed.  It  is  striking,  that,  separately,  Israel  chose  not  to 
vote  in  March  on  a  un  motion  sponsored  by  the  West  to  con¬ 
demn  Russia’s  annexation  of  Crimea. 

If  America  elicits  less  respect  from  Israel  these  days,  Europe  is 
the  object  of  much  scorn.  Europe  is  remembered  as  a  Jewish 
graveyard  and,  latterly,  is  regarded  as  an  economic  basket-case. 
Even  collectively,  it  packs  far  less  military  punch  than  America. 
The  French-  and  British-led  intervention  that  toppled  Muammar 
Qaddafi  in  Libya  has  left  a  violent  mess.  The  European  Union’s  28 
member-states  are  divided  between  big,  small,  old  and  new 
members  and,  when  it  comes  to  Israel,  between  the  guilt-ridden 
(Germany)  and  the  disapproving  (Sweden). 

As  with  much  else,  eu  foreign-policy  positions  are  finely  bal¬ 
anced  compromises,  so  even  important  moves  are  lost  in  woolly 
formulations.  Seeking  to  keep  Israeli-Palestinian  peace  talks  alive 
after  John  Kerry,  the  American  secretary  of  state,  declared  a 
“pause”  in  his  mediation,  Mr  Barroso  said  the  hiatus  was  “unten¬ 
able  in  the  long  run”;  peace  with  the  Palestinians  was  in  Israel’s 
best  security  interest. 

Sanctimonious  waffle,  thought  his  audience  at  the  Herzliya 


conference,  an  annual  Israeli  security-policy  gathering.  For  a 
country  worried  about  survival,  the  status  quo  seems  rather 
good.  In  Egypt  the  army  toppled  the  Islamist  president,  Muham¬ 
mad  Morsi,  and  security  co-operation  with  Israel  has  rarely  been 
closer.  As  a  result  Hamas,  the  militant  group  that  runs  the  Gaza 
Strip,  has  been  weakened,  not  least  by  Egypt’s  closure  of  under¬ 
ground  tunnels.  Israel  frets  about  Hamas’s  “reconciliation”  with 
the  moderate  Palestinian  president,  Mahmoud  Abbas,  but  the 
Palestinians  are  still  far  from  unified,  largely  bottled  up  behind  Is¬ 
rael’s  security  barriers  and  forgotten  by  Arab  states. 

Syria  and  Iraq  are  consumed  by  civil  war.  The  buffer-state  of 
Jordan  is  holding.  Fear  of  Iran  is  driving  Saudi  Arabia  and  other 
Gulf  states  into  a  tacit  de  facto  alliance  with  Israel.  There  are 
drawbacks.  Jihadists  have  carved  out  enclaves  in  Syria  and  Iraq, 
while  Iran  and  Hizbullah  have  extended  their  influence.  These 
problems  are  too  big  for  Israel.  If  America  stays  out,  Israel’s  least 
bad  option  is  for  its  enemies  to  keep  killing  each  other. 

Israel  has  two  more  immediate  worries.  One  is  the  negotia¬ 
tion  between  the  five  members  of  the  un  Security  Council  and 
Iran  on  its  nuclear  programme.  America  and  the  Europeans  may 
insist  that  no  deal  is  better  than  a  bad  one.  But  Israel  reckons  that 
any  likely  accord  will,  by  definition,  be  bad. 

A  second  concern  is  that  European  countries  will  step  up  the 
campaign  of  boycotts,  divestments  and  sanctions  (bds).  The  pub¬ 
lication  last  year  of  formal  guidelines  to  prevent  eu  money  from 
going  to  people  or  bodies  in  the  occupied  territories  was  unset¬ 
tling.  Israeli  officials  respond  with  a  mixture  of  bravado  (Israel 
can  forsake  trade  with  Europe  by  turning  to  Asia)  and  shrill  de¬ 
nunciation  (delegitimising  Israel  is  tantamount  to  anti-Semitism). 

Tellingly,  though,  Israeli  politicians  who  favour  more  territori¬ 
al  concessions  to  Palestinians  often  cite  the  threat  of  bds.  And  Is¬ 
rael  this  week  acquiesced  to  the  guidelines  as  they  applied  to  Isra¬ 
el’s  role  in  Horizon  2020,  the  eu’s  research  programme. 

And  yet  Europe  matters 

The  question  of  Palestine  is  just  one  of  many  problems  in  the 
Middle  East,  and  perhaps  not  even  the  most  pressing  one.  But 
here  Europeans  can  make  a  difference.  Geography  and  centuries 
of  common  history,  even  if  scarred  by  the  Holocaust,  cannot  be 
ignored.  Europe’s  borders  are  close  to  Israel’s,  and  the  eu  is  the 
Jewish  state’s  biggest  trading  partner.  For  Palestinians,  Europe  is 
their  most  reliable  friend. 

America  is  of  paramount  importance  to  Israel’s  security.  But 
Europe  makes  several  vital  contributions.  Its  sanctions  on  Iran 
helped  bring  the  mullahs  to  the  negotiating  table;  its  money 
keeps  the  Palestinian  Authority  alive  as  a  negotiating  partner  for 
Israel;  and  Europe  is  central  in  managing  the  Syrian  refugee  crisis. 

To  be  heard,  Europeans  need  to  speak  clearly  about  what  a 
two-state  solution  means:  the  end  of  Israeli  occupation  of  land 
captured  in  1967  (with  agreed  land  swaps  and  a  deal  on  Jerusa¬ 
lem),  but  also  the  end  of  further  Palestinian  claims  on  the  Jewish 
state  created  in  1948.  Palestinian  refugees  will,  overwhelmingly, 
return  to  the  new  state  of  Palestine,  not  their  old  homes  in  Israel. 

And  rather  than  promising  vague  partnerships,  the  eu  would 
be  better  off  making  a  clear  and  simple  offer:  if  Israel  and  Pales¬ 
tine  reach  a  full  and  final  peace  agreement,  they  should  be  eligi¬ 
ble  for  membership  of  both  the  eu  and  nato.  Either  or  both 
countries  may  well  decline,  but  they  could  not  ignore  it.  ■ 
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Islam  in  schools 


Going  by  the  book 


BIRMINGHAM 

In  trying  to  root  out  religious  conservatism  from  a  few  schools,  the  British 
government  has  ended  up  angering  Muslims  at  large 


MANY  parents  who  picked  up  their 
children  from  Park  View  Academy  on 
June  9th  took  home  something  else  too:  an 
official  report  excoriating  the  school. 
Ofsted,  England’s  schools  inspector,  had 
downgraded  the  largely  Muslim  institu¬ 
tion  to  “inadequate”,  saying  it  had  failed  to 
protect  children  from  extremism.  But  par¬ 
ents  outside  the  gates  were  less  alarmed  at 
this  than  cross  about  the  report  and  the  dis¬ 
ruption  it  was  causing.  “If  he  messes  up  his 
gcses,  I’ll  hold  David  Cameron  perso¬ 
nally  responsible,”  said  an  angry  father, 
pointing  at  his  son. 

A  few  months  ago  Birmingham  City 
Council  received  a  letter  purporting  to  ad¬ 
vise  Muslim  militants  how  to  take  over  a 
state  school.  The  letter  might  be  a  hoax,  but 
it  struck  some  as  painfully  accurate.  Stories 
appeared  of  staff  pushed  out  by  hard-line 
governors  (elected  amateurs  who  appoint 
head  teachers  and  set  schools’  strategic  di¬ 
rection).  As  the  row  grew,  the  government 
ordered  snap  inspections  of  21  schools. 
Some  of  their  findings  are  damning.  But 
British  Muslims-many  of  whom  are  Paki- 
stani-have  damned  the  government. 

Ofsted  and  the  Education  Funding 
Agency,  which  oversees  quasi-indepen¬ 
dent  state  “academies”  like  Park  View, 
found  much  that  was  objectionable.  In¬ 
spectors  turned  up  examples  of  schools  re¬ 
fusing  to  teach  about  sex,  teaching  only  Is¬ 
lam  in  religion  classes  while  telling  the  few 
pupils  studying  Christianity  to  do  their 


own  research,  and  inviting  an  extremist 
preacher  to  address  an  assembly.  Loud¬ 
speakers  are  said  to  have  broadcast  the  call 
to  prayer  across  Park  View’s  playground. 
One  of  the  schools  banned  raffles  and  tom¬ 
bolas  at  a  fete  on  the  ground  that  they  are 
un-Islamic.  None  of  the  schools  inspected 
is  supposed  to  be  a  religious  school. 

A  teacher  who  recently  left  one  of  the 
condemned  schools  confirms  some  of  this. 
Anti-gay  comments  were  excused  on  the 
basis  that  homosexuality  is  forbidden  by 
Islam,  he  says.  Some  members  of  staff 
failed  to  call  on  girls  in  class:  “If  you  we¬ 
ren’t  male  and  you  weren’t  Muslim,  you 
were  unhappy  at  that  school.” 

The  government,  after  some  internal 
wrangling  about  who  had  overlooked  ex¬ 
tremism  (see  Bagehot),  has  responded 
forcefully.  Academies  found  inadequate 
will  lose  their  funding.  Ofsted  may  be  al¬ 
lowed  to  inspect  schools  without  giving 
notice:  at  present  it  normally  warns  them  a 
day  or  two  in  advance.  From  September  all 
schools  will  be  required  to  promote  British 
values  such  as  freedom,  tolerance  and  the 
rule  of  law  (at  present  they  must  merely  re¬ 
spect  them).  Sir  Michael  Wilshaw,  the  head 
of  Ofsted,  has  called  for  mandatory  train¬ 
ing  for  governors.  More  schools  are  hur¬ 
riedly  being  inspected. 

The  trouble  is  that  many  Muslims,  in 
Birmingham  and  beyond,  trust  neither  the 
inspectors’  reports  nor  the  government. 
When  last  inspected,  some  of  the  schools 
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in  Birmingham  were  judged  outstanding, 
which  suggests  to  some  that  inspectors 
went  back  into  them  with  an  agenda.  The 
Park  View  Academy  chain  has  staged  a  vig¬ 
orous  defence,  in  which  non-Muslims  are 
prominent.  Conspiracy  theories  abound. 
“People  can’t  take  a  school  in  Alum  Rock 
with  Asian  kids  doing  better  than  gram¬ 
mar  schools,”  suggests  a  young  man  who 
left  Park  View  two  years  ago. 

The  Muslim  Council  of  Britain,  an  um¬ 
brella  group  for  Islamic  outfits,  is  only  a  lit¬ 
tle  more  delicate.  Muslim  schools  have 
been  tarred  by  allegations  of  extremism  on 
scant  evidence,  it  says.  It  adds  that  some  of 
the  criteria  on  which  Birmingham’s 
schools  are  judged  to  have  failed,  such  as 
how  well  they  prepare  pupils  for  life  in 
modern  Britain,  seem  to  be  applied  only  to 
Muslim-dominated  schools. 

Ofsted  is  certainly  muddling  the  dis¬ 
tinction  between  religious  conservatism 
and  the  kind  of  extremism  that  feeds  vio¬ 
lence.  Inspectors  criticise  schools  for  fail¬ 
ing  to  raise  pupils’  awareness  of  extremism 
and  for  engaging  insufficiently  with  the 
“Prevent”  programme,  which  is  part  of  the 
government’s  counter-terrorism  strategy. 
Such  criticisms  call  forth  the  spectre  of  ter¬ 
rorism  to  condemn  behaviour  that  is  no 
such  thing.  That  is  both  misplaced  and  stra¬ 
tegically  unwise.  The  more  things  the  state 
describes  as  extremist,  the  more  it  risks  an¬ 
gering  many  ordinary  Muslims  and  turn¬ 
ing  them  against  it. 

Sweden,  which  inspired  Britain’s  free 
schools,  separates  the  two  issues  more 
cleanly.  School  inspectors  are  not  specifi¬ 
cally  tasked  with  rooting  out  violent  ex¬ 
tremism;  the  government  has  a  separate 
process  to  deal  with  that.  Some  of  the  pro¬ 
blems  thrown  up  by  religious  conserva¬ 
tism,  such  as  Muslim  parents  removing 
their  daughters  from  gym  classes,  are  dealt 
with  by  means  of  sex-equality  rules.  Still,  ►► 
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►  even  the  much-lauded  Swedes  struggle  at 
times.  In  2011  inspectors  found  a  Muslim 
free  school  that  insisted  on  prayers  and 
barred  menstruating  girls  from  joining  in 
some  activities. 

And  Britain  faces  a  bigger  problem  than 
does  Sweden.  English  cities  like  Birming¬ 
ham  contain  numerous  conservative  Mus¬ 
lims,  many  of  them  Pakistani  and  more-or- 
less  shaped  by  that  country’s  growing  fun¬ 
damentalism.  Nudging  them  towards  the 
British  mainstream  will  be  both  hard  and 
perilous.  The  state  has  tried  permitting  a 
few  formally  Muslim  state  schools;  it  has 
apparently  tried  overlooking  the  takeover 
of  supposedly  normal  schools.  Now  it  is 
trying  a  different  option:  dramatically  rais¬ 
ing  the  noise  level  about  Muslim  extrem¬ 
ism  in  education.  Whether  this  works  or 
not,  it  will  echo  for  a  long  time.  ■ 


(  (  T  DON’T  mind  competition,”  avows 

1  Peter  Newman,  a  taxi  driver  in  Lon¬ 
don.  “Just  as  long  as  they  play  by  the 
rules.”  A  few  other  rules  were  tested  on 
June  11th  when  Mr  Newman,  along  with 
thousands  of  other  black-taxi  drivers, 
drove  slowly  to  protest  against  Uber,  a 
smartphone  app  that  lets  users  hail  priv¬ 
ate  cabs.  A  famously  disgruntled  bunch, 
taxi  drivers  have  long  complained  about 
licensed  minicabs  chipping  away  at  their 
business.  Now  they  are  irked  by  the 
decision  by  Transport  for  London,  the 
authority  behind  the  city’s  roads,  to  let 
Uber  run  a  taxi  service  in  the  city.  But 
unusually,  in  this  protest  they  have  the 
support  of  many  minicab  firms. 

Black  cabbies  object  to  Uber  drivers 
using  their  mobile  phones  to  calculate 
fares;  such  apps  are  akin  to  a  taxi  meter, 
they  grumble.  For  their  part,  minicab 
drivers  say  that  Uber  only  partly  operates 
like  a  minicab  firm.  “The  whole  thing 
stinks,”  says  Steve  Wright  of  the  Licensed 
Private  Hire  Car  Association,  a  trade 
body  for  minicabs.  “We  can’t  have  people 
half-in,  half-licensed,  not  paying  any 
tax.”  Uber  books  fares  through  a  com¬ 
pany  in  Holland,  he  asserts.  Its  customers 
do  not  have  to  state  a  destination  when 
they  hail  a  car;  they  tell  drivers  where  to 
go  when  they  get  in  the  vehicle.  This 
saves  time  and  is  more  flexible.  It  is  also 
against  the  rules,  argue  the  minicab  firms. 

Unlike  Berlin,  where  taxi  drivers  are 
also  protesting  against  Uber,  London  has 
large  fleets  of  professional  minicabs. 

Since  2004  they  have  been  regulated 
more  strictly.  Drivers  undergo  criminal- 
background  and  medical  inspections  and 


Muslims  in  Ulster 

On  the  other  foot 


BELFAST 

They  do  things  differently  in  Northern 
Ireland-including  Muslim-bashing 

AS  MUSLIMS  in  mainland  Britain  endure 
a  barracking  from  politicians,  educa¬ 
tion  officials  and  the  press,  in  Ulster  a  dif¬ 
ferent  story  is  unfolding.  There,  too,  Mus¬ 
lims  have  been  castigated  and  accused  of 
extremism.  But,  in  contrast  to  the  scene 
across  the  Irish  Sea,  the  Muslims  have 
emerged  triumphant. 

Islam  in  Northern  Ireland  is  a  world 
away  from  the  Midlands  and  northern 


submit  to  regular  checks  on  their  vehi¬ 
cles,  which  must  be  fairly  new.  Some  big 
companies  provide  lengthy  training 
courses.  They  are  flourishing:  between 
2009  and  2012  the  number  of  minicabs  in 
London  increased  by  19%,  to  67,000. 

But  because  of  regulations  like  these- 
some  of  which  were  implemented  before 
the  advent  of  the  app— minicabs  are 
starting  to  become  another  protected 
industry.  Barriers  to  entry  are  still  far 
lower  than  for  black  cabs,  whose  drivers 
must  demonstrate  their  knowledge  of 
London  streets.  But  they  are  creeping  up, 
making  minicabs  less  nimble  than  they 
used  to  be.  Meanwhile,  as  black  cabs 
slowed  traffic  to  crawling  speed  in  central 
London,  Uber  claimed  that  it  had  signed 
up  plenty  of  new  customers. 


I've  got  lots  of  German  friends 


English  cities  where  poor  Pakistanis  ar¬ 
rived  half  a  century  ago  to  take  rough  fac¬ 
tory  jobs.  Many  of  the  4,000  or  so  Muslims 
who  live  permanently  in  Ulster  are  doc¬ 
tors,  academics,  entrepreneurs  and  proper¬ 
ty  developers.  Only  in  the  past  few  years 
have  they  been  joined  by  a  poorer  group  of 
asylum-seekers  from  Somalia.  They  tend 
to  inhabit  leafy,  cosmopolitan  districts  in 
south  Belfast,  near  Queen’s  University 
where  many  have  taught  or  studied.  Far 
from  taking  over  schools  to  propagate 
hard-line  ideas,  they  send  their  children  to 
fine  local  institutions  like  Belfast’s  Method¬ 
ist  College. 

“We  Muslims  put  huge  emphasis  on 
educational  attainment;  we  push  our  kids 
to  the  limits,”  says  Raied  al-Wazzan,  who 
came  to  Northern  Ireland  25  years  ago 
from  Iraq  to  do  his  physics  doctorate  (at  the 
time,  Belfast  was  a  more  troubled  place 
than  his  home  city  of  Mosul).  With  some 
university  colleagues  he  helped  found  An- 
dor,  a  high-tech  photography  business 
based  in  Belfast  that  has  just  been  sold  to 
Oxford  Instruments,  another  British  firm, 
for  the  sum  of  £17501  ($294m). 

In  his  other  life,  Mr  al-Wazzan  is  the 
main  spokesman  for  the  Belfast  Islamic 
Centre,  where  up  to  400  faithful  attend  Fri¬ 
day  prayers.  The  centre  has  been  at  the  cen¬ 
tre  of  a  row  since  May  18th,  when  James 
McConnell,  a  pastor  who  has  some  follow¬ 
ers  among  Protestant  politicians,  declared 
in  a  sermon  that  Islam  was  “heathen. ..Sa¬ 
tanic  ...  a  religion  spawned  in  hell.” 

Things  got  worse  when  Peter  Robinson, 
Northern  Ireland’s  unionist  first  minister, 
offered  a  qualified  defence  of  the  outburst, 
saying  a  cleric  was  entitled  to  denounce 
false  doctrine.  He  added  that  he  did  not 
trust  Muslims  who  engage  in  violence  or 
practise  sharia  law,  though  he  would  trust 
one  to  “go  to  the  shops”  for  him.  Northern 
Ireland’s  Muslim  surgeons  and  business¬ 
men  calmly  but  firmly  explained  that  they 
were  not  amused. 

To  calm  things  down,  first  Mr  Robinson 
and  then  his  Irish  Republican  deputy,  Mar¬ 
tin  McGuinness,  paid  emollient  visits  to 
the  Islamic  Centre  and  praised  Muslims’ 
role  in  Ulster  society.  While  Mr  McGuin¬ 
ness  denounced  Mr  McConnell  unequivo¬ 
cally,  Mr  Robinson  voiced  regret  for  hurt 
feelings  but  stopped  short  of  rejecting  the 
preacher’s  remarks  altogether.  A  few  days 
later,  in  between  interviews  with  police  in¬ 
vestigating  a  possible  hate  crime,  Mr 
McConnell  insisted  that  his  comments  re¬ 
ferred  only  to  “those  who  use  religion  as 
justification  for  violence.” 

Mr  al-Wazzan  received  all  these  com¬ 
ments  with  unflustered  grace.  He  would 
have  preferred  the  local  political  leaders  to 
pay  a  joint  visit,  he  said,  but  was  happy 
enough  to  receive  them  separately.  On 
June  9th  Mr  McGuinness  said  he  thought 
Muslims  would  probably  qualify  for  gov¬ 
ernment  help  in  building  a  mosque.  ■ 


Taxis  in  London 

Monopolists  unite! 

You  have  nothing  to  lose  but  your  fares 
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Bagehot 


The  Tory  education  secretary  stirs  strong  feelings.  That  is  largely  to  his  credit 


Y'OUR  columnist  owes  an  apology  to  Michael  Gove,  who  he 
has  twice  pestered  and  impugned.  Mr  Gove:  sorry  again. 
Bagehot  did  not  mean  to  write  to  the  courteous  it  consultant 
from  Nashville,  Tennessee,  whose  e-mail  address  he  mistakenly 
saved  to  his  phone.  He  was  after  another  Michael  Gove,  the  Brit¬ 
ish  education  secretary,  who  hardly  anyone  would  wish  to  be 
confused  with  just  now. 

This  Mr  Gove  is  one  of  the  most  disliked  men  in  British  poli- 
tics-unfairly,  in  Bagehot’s  view,  and  worryingly.  For  it  is  an  indi¬ 
cator  of  how  diminished  is  the  radical  centrism  that  David  Cam¬ 
eron’s  coalition  government  once  promised  and  of  which  he  is 
the  last  undaunted  exponent. 

The  battering  comes  from  all  sides.  The  opposition  Labour 
Party  calls  his  effort  to  free  schools  from  local-authority  control  a 
wrecking  job.  A  senior  Liberal  Democrat,  the  coalition’s  junior 
partner,  calls  Mr  Gove  an  “ideologically  obsessed  zealot”-a 
phrase  that  denigrates  him  without  quite  dissociating  the  Lib 
Dems  from  reforms  they  helped  pass.  A  petition  calling  for  Mr 
Gove’s  sacking  has  over  120,000  signatures,  and  more  will  be 
added.  Hating  Mr  Gove  unites  not  only  the  self-righteous  teach¬ 
ers’  unions  but  also  the  legions  of  teaching  assistants,  caretakers, 
dinner  ladies,  lollipop  men  and  parents-half  of  society,  at  least- 
who  come  under  their  influence.  “It’s  amazing  how  many  people 
loathe  him,”  says  a  Tory  high-up. 

For  Mr  Gove  and  his  small  band  of  diehard  supporters,  the 
abuse  is  an  unpleasant  sort  of  vindication.  It  reflects  how  en¬ 
trenched  and  widespread  are  the  interests  they  are  attacking:  a 
complacent  and  self-serving  education  establishment,  whose  ill- 
deserved  privileges  Mr  Gove  has  dedicated  himself  to  removing. 
Besides  liberating  existing  schools  and  allowing  parents  to 
launch  new  ones,  he  has  accordingly  pushed  performance-based 
pay  for  teachers  while  shaking  up  exam  boards,  the  curriculum 
and  the  schools  inspectorate.  In  the  process  he  has  reversed  a 
long  demise  in  foreign  language  and  science  teaching,  and 
brought  many  smaller  changes  besides.  He  has  done  so,  more¬ 
over,  while  repeatedly  demonstrating  that  he  is  not  the  high¬ 
handed  elitist  his  critics  describe.  Mr  Gove  is  a  high-handed  liber¬ 
al,  who  sees  good,  state-provided  education  as  a  form  of  social 
justice.  Having  enjoyed  a  poor  start  in  life-he  was  given  up  for 


adoption  as  the  newborn  baby  of  an  unknown  mother-he  is 
messianic  in  his  regard  for  education’s  transformative  power,  es¬ 
pecially  among  the  poor. 

There  are  signs  that  much  good  will  come  of  this-not  least,  in 
the  eagerness  of  over  half  of  secondary  schools  to  accept  Mr 
Gove’s  offer  of  more  autonomy.  A  fuller  appraisal  will  take  time, 
however,  which  plays  to  Mr  Gove’s  accusers.  No  doubt  there  will 
also  be  failures,  some  damaging,  for  that  is  in  the  nature  of  big 
changes  to  social  policy.  Perhaps,  too,  Mr  Gove’s  love  of  the  fray 
has  created  too  many  avoidable  blind  spots  in  his  reforms:  he  is 
certainly  hasty  and  his  critics  cannot  all  be  wrong. 

But  that  is  not  an  argument  for  a  status  quo  in  which  40%  of 
children  leave  school  without  a  c-grade  in  gcse  Maths  and  Eng¬ 
lish.  Nor  is  it  the  devastating  critique  of  Mr  Gove  his  accusers  sup¬ 
pose,  for  this  requires  what  none  has  provided:  a  compelling  and 
affordable  alternative,  similarly  founded  on  the  principles  of 
consumer  choice,  competition  and  local  accountability  that  un¬ 
derpin  every  useful  effort  at  state  modernisation,  in  Britain  or 
anywhere,  in  recent  times.  It  is  no  wonder  Mr  Gove’s  sparring 
partners,  the  former  and  current  Labour  education  spokesmen 
Stephen  Twigg  and  Tristram  Hunt,  have  underwhelmed  against 
him.  By  and  large,  they  probably  agree  with  his  changes. 

With  a  general  election  due  next  year,  the  education  secre¬ 
tary’s  unpopularity  is  nonetheless  a  problem.  And  he  is  aggravat¬ 
ing  it.  A  former  newspaper  columnist  with  an  opinion  on  every¬ 
thing,  Mr  Gove  fulminates  with  gusto  on  any  domestic  or  foreign 
issue,  which  raises  his  profile  and  annoys  his  cabinet  colleagues. 
Thus  his  recent  row  with  the  formidable  Tory  home  secretary, 
Theresa  May,  sparked  by  critical  comments  Mr  Gove  made  on  the 
government’s  handling  of  Muslim  extremism.  The  charitable 
view  in  Tory  circles  is  that  the  education  secretary  has  too  much 
time  on  his  hands.  Most  of  his  reforms  are  done  and  the  spade¬ 
work  of  implementation,  it  is  said,  holds  little  delight  for  such  a 
restless  intellect.  With  a  cabinet  reshuffle  in  the  offing,  there  is  talk 
of  him  being  shunted  somewhere  quieter,  perhaps  to  be  Tory 
party  chairman.  For  three  reasons,  that  would  be  folly. 

A  classroom  act 

First,  because  implementing  Mr  Gove’s  changes  requires  almost 
as  much  political  clout  as  introducing  them.  The  fierce  resistance 
they  have  inspired  shows  that,  and  it  will  require  someone  of  Mr 
Gove’s  confidence  and  grip  to  quell.  Second,  because  replacing 
Mr  Gove  would  look  like  a  retreat  by  Mr  Cameron,  which  the 
prime  minister’s  record  would  not  wear  well.  Having  no  serious 
interest  in  policy,  he  looks  to  his  ministers  to  provide  the  moder¬ 
nising  credentials  he  covets-and  their  performance  has  been 
mixed.  Mrs  May  and  Iain  Duncan  Smith,  the  welfare  secretary, 
have  delivered  less  change  than  they  promised.  Andrew  Lansley 
and  Ken  Clarke,  respectively  (and  formerly)  at  health  and  justice, 
delivered  more  than  Mr  Cameron  wanted.  Francis  Maude  and 
Philip  Hammond  have  brought  useful  reforms,  to  the  civil  service 
and  defence  procurement,  but  quietly.  Only  Mr  Gove  has  sur¬ 
vived  the  trials  of  government  as  a  standout  moderniser.  If  this  is 
a  legacy  Mr  Cameron  also  wants,  he  must  champion  him. 

Anyway,  Mr  Gove  would  be  an  awkward  fit  elsewhere.  He 
would  be  bored  silly  as  party  chairman.  His  reforming  zeal 
would  be  stymied,  even  early  in  the  parliamentary  cycle,  in  the 
health  or  home  offices.  His  neoconservative  view  of  the  world 
should  ensure  he  is  never  foreign  secretary.  That  leaves  his  cur¬ 
rent  job.  History,  Bagehot  suspects,  will  say  he  was  made  for  it.  ■ 
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Growing  efforts  to  protect  civilians  from  rape  and  sexual  assault  by  combatants 


Sexual  violence  in  conflict 

Drawing  a  line 


GOVERNMENT  officials,  aid  workers 
and  activists  from  dozens  of  countries 
converged  on  London  this  week  to  discuss 
ways  to  solve  a  horrible  problem:  the  ten¬ 
dency  of  combatants  in  war  and  civil  strife 
to  commit  sexual  atrocities.  The  ambi¬ 
tiously  named  Global  Summit  to  End  Sex¬ 
ual  Violence  in  Conflict  was  co-hosted  by 
William  Hague,  Britain’s  foreign  secretary, 
and  Angelina  Jolie,  an  American  actress 
and  activist.  Mr  Hague  delivered  a  speech; 
Ms  Jolie  presented  her  worthy,  if  artistic¬ 
ally  disappointing,  2011  film  “In  the  Land  of 
Blood  and  Honey”  about  the  systematic 
rapes  carried  out  by  Bosnian  Serb  forces 
during  the  1992-95  Bosnian  war. 

One  figure  whose  name  came  up  fre¬ 
quently  sat  the  proceedings  out  in  a  jail  cell 
in  The  Hague:  Germain  Katanga,  a  former 
Congolese  warlord.  In  the  early  2000s,  as 
militias  battled  for  control  of  eastern  re¬ 
gions  of  the  Democratic  Republic  of  Con¬ 
go,  his  forces  raped  women  and  conscript¬ 
ed  them  as  sex  slaves.  In  March  the  Inter¬ 
national  Criminal  Court  (icc)  found  him 
guilty  of  murder  and  pillage,  and  sen¬ 
tenced  him  to  12  years  in  prison.  Yet  it  ac¬ 
quitted  him  on  charges  of  rape  and  sexual 
slavery,  saying  the  evidence  that  he  had  or¬ 
dered  those  crimes  was  insufficient.  Its  in¬ 
ability  to  convict  a  notorious  war  criminal 
for  the  systematic  rapes  committed  by  his 
men  highlighted  the  difficulty  of  tackling 
sexual  violence  in  regions  torn  by  conflict. 
Rape  in  war  has  been  illegal  at  least 


since  the  adoption  of  the  Geneva  Conven¬ 
tions  in  the  1920s,  but  it  was  only  during 
the  Yugoslav  war  in  the  1990s  that  it  be¬ 
came  clear  how  often  it  is  perpetrated  as 
part  of  military  strategy.  Since  then,  hu¬ 
manitarian  groups  have  documented  the 
use  of  sexual  violence  to  terrorise  popula¬ 
tions  in  Liberia,  Sierra  Leone,  Kenya,  Myan¬ 
mar  and  elsewhere.  A  2010  study  in  eastern 
Congo  found  that  two-fifths  of  women 
and  a  quarter  of  men  had  been  victim  to 
such  crimes. 

Aid  organisations  have  realised  that  ref¬ 
ugee  camps  can  sometimes  facilitate  fur¬ 
ther  victimisation,  by  cramming  the  strong 
and  weak  close  together  in  disrupted  so¬ 
cial  structures.  In  recent  years  that  has  led 
many  to  create  safe  spaces  for  vulnerable 
residents:  un  camps  in  Kenya  for  Suda¬ 
nese  and  Somali  refugees  now  include 
shelters  with  extra  security  for  threatened 
women  and  children.  (One  is  inside  a  girls’ 
school  funded  by  Ms  Jolie.)  In  Jordan’s 
Za’atari  camp,  home  to  around  85,000  Syr¬ 
ian  refugees,  the  International  Rescue 
Committee,  an  aid  organisation,  runs  day¬ 
time  safe  spaces  for  women  and  girls. 

But  the  number  offered  refuge  in  such 
safe  spaces  is  tiny  compared  with  the  need. 
Kenya’s  vast  camps  at  Dadaab  and  Ka- 
kuma  together  host  over  500,000  refugees, 
but  have  just  a  few  dozen  places  for  victims 
of  sexual  violence.  And  using  such  a  haven 
can  expose  women  to  new  risks:  other 
refugees  sometimes  assume  the  husband¬ 


less  inmates  are  prostitutes,  and  abusive 
spouses  may  attack  guards  for  splitting  up 
their  families.  Even  the  perception  that  a 
woman  has  been  sexually  assaulted  can 
put  her  at  risk  of  honour  killing,  says  Liesl 
Gerntholz  of  Human  Rights  Watch,  an 
ngo.  And  offering  protection  only  to 
women  and  girls  may  suggest  that  sexual 
violence  is  exclusively  directed  at  them, 
thus  putting  male  victims  off  seeking  help. 

Complicating  matters  further,  refugee 
camps  now  house  just  a  third  of  the 
world’s  refugees;  most  displaced  people 
migrate  to  urban  areas,  where  they  try  to 
piece  their  lives  back  together  on  their 
own.  The  Institute  of  Development  Stud¬ 
ies,  a  British  think-tank,  argues  that  aid 
agencies  would  therefore  do  better  to  seek 
to  improve  local  systems  for  handling  sex¬ 
ual  violence  and  use  these  to  help  dis¬ 
placed  victims,  rather  than  trying  to  build 
parallel  ones.  That  might  be  fairer,  too;  in 
Kenya,  for  example,  rates  of  sexual  vio¬ 
lence  are  also  high  outside  conflict  areas. 

But  improving  health  and  social  ser¬ 
vices,  and  law  enforcement,  in  poor, 
conflict-torn  places  is  hardly  easy  either. 
IsraAiD,  an  Israeli  non-profit  organisation, 
decided  in  2011  to  link  social  workers  and 
police  in  joint  patrols  and  school  pro¬ 
grammes  to  tackle  sexual  violence  in 
South  Sudan.  That  meant  getting  the  police 
to  respect  social  workers,  says  Ophelie  Na- 
miech  of  IsraAiD,  as  well  as  allaying  public 
suspicion  of  the  police,  whom  locals  be¬ 
lieve  carried  out  sexual  crimes  themselves 
during  the  country’s  recent  war  of  inde¬ 
pendence.  The  approach  worked:  the 
number  of  cases  of  rape  and  sexual  as¬ 
saults  handled  by  the  Ministry  of  Social 
Development  rose  from  just  two  per 
month  to  five  per  week  by  2013.  But  since 
December  the  country  has  sunk  into  civil 
war,  and  police  trained  for  the  programme 
have  been  reassigned  to  security  tasks.  ►► 
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►  The  most  basic  condition  for  cutting 
sexual  violence  during  conflict  is  to  make  it 
illegal  everywhere  and  ensure  that  all  vic¬ 
tims,  including  refugees  and  displaced 
people,  have  the  right  to  seek  help.  (This  is 
especially  important  now  that  they  are 
mostly  mixed  in  with  local  populations.) 
Here,  there  has  been  some  recent  progress: 
following  a  unanimous  resolution  in  2010, 
the  un  set  up  an  office  that  reports  sexual 
violence  in  conflicts  to  the  Security  Coun¬ 
cil.  And  on  June  5th  the  icc,  whose  charter 
is  the  first  international  legal  document  to 
define  several  types  of  sexual  violence  as 
crimes  against  humanity,  published  its 
plans  for  prosecuting  such  crimes. 

But  the  very  conflicts  that  spawn  sexual 


Football  and  psychology 

The  English  disease 


TIME  was  when  an  English  footballer 
who  missed  a  penalty  in  a  tournament 
shoot-out  could  expect  shame  and  a  bit- 
part  as  a  stooge  in  a  television  advert.  By 
the  time  of  the  team’s  most  recent  failure, 
at  the  European  Championship  of  2012, 
botching  penalties  had  come  to  seem  an 
inevitable  national  scourge,  like  frequent 
rain  or  delayed  trains.  But  failing  at  penal¬ 
ties  is  not  an  arbitrary  affliction.  There  is  a 
science  to  it,  which  offers  lessons  for  other 
high-pressure  situations,  too. 

Shoot-outs-the  first  of  which,  in  the 
World  Cup  in  Brazil,  could  be  on  June 
28th-demand  qualities  rarely  needed  by 
footballers.  The  match  proper  is  a  team 
game,  but  a  penalty  kick  is  a  lone  endeav¬ 
our.  It  allows  time  for  agonised  thinking, 
not  least  on  the  long  walk  from  the  team’s 
huddle  towards  the  goal.  It  looks  simple, 
yet  the  stakes  are  agonisingly  high.  A 


violence  also  weaken  the  national  judicial 
systems  that  would  normally  dispense  jus¬ 
tice.  The  assaults  committed  by  Mr  Katan¬ 
ga’s  forces  were  illegal;  what  was  lacking 
was  a  government  capable  of  enforcing 
the  law.  Regional  tribunals  such  as  those 
held  in  Rwanda,  Sierra  Leone  and  Yugo¬ 
slavia  may  convict  large  numbers  once  the 
fighting  is  over,  but  while  it  continues,  and 
leaders  focus  on  victory  or  peace  negotia¬ 
tions,  they  are  probably  not  feasible.  In  the¬ 
ory,  the  icc  can  act  during  conflict,  but  in 
its  12-year  existence  it  has  won  just  two 
convictions,  both  of  Congolese  warlords, 
and  in  both  cases,  well  after  their  offences 
were  committed.  Neither  man  was  held  re¬ 
sponsible  for  his  fighters’  sexual  crimes.  ■ 


shoot-out,  in  other  words,  is  a  test  less  of 
athleticism  or  skill  than  of  nerve. 

Some  nations  are  more  jittery  than  oth¬ 
ers.  A  shoot-out  was  first  used  as  a  World 
Cup  tie-breaker  in  1982,  and  a  clear  pattern 
is  visible.  The  English  are  at  the  bottom, 
with  six  losses  out  of  seven  shoot-outs  in 
World  Cup  or  European  Championship 
tournaments  (see  chart).  The  Dutch,  with 
four  losses  out  of  five,  are  also  fairly  dire. 
Conversely,  the  Germans  have  won  all 
their  four  World  Cup  shoot-outs  (in  Britain, 
the  notion  that  the  Germans  are  invincible 
at  penalties  is  among  the  few  still-respect¬ 
able  national  stereotypes).  The  Czechs  are 
even  more  proficient:  they  have  never 
missed  a  single  kick  in  a  penalty  shoot-out. 

What  explains  the  national  teams’  va¬ 
rying  records?  One  theory  is  that  defeat  is 
habit-forming.  The  record  suggests  that 
players  are  more  likely  to  miss  if  they-or 
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even  their  team-have  failed  at  penalties 
before.  They  become  fatalistic,  attribute 
the  outcome  to  chance  and  neglect  to  pre¬ 
pare  properly.  As  T.S.  Eliot  might  have  put  it, 
between  the  penalty  spot  and  the  net  falls 
the  shadow. 

Another  explanation  focuses  on  na¬ 
tional  cultures.  Jon  Billsberry  of  Deakin 
University  in  Australia  argues  that  “coun¬ 
tries  that  are  collectivist  in  nature  tend  to 
do  much  better  in  penalty  shoot-outs  than 
those  that  are  individualistic.”  Mindful  of 
their  public  images  and  anticipating  re¬ 
crimination  from  a  merciless  media,  Eng¬ 
lish  players  often  buckle:  they  “contrive 
completely  new  ways  to  miss”,  Mr  Billsber¬ 
ry  notes,  such  as  falling  over  or  hitting  the 
ball  with  a  shin.  Research  by  Geir  Jordet  of 
the  Norwegian  School  of  Sport  Sciences 
supports  this  ego-based  theory:  star  play¬ 
ers,  he  finds,  are  more  likely  to  miss  than 
less  feted  ones. 

Statistical  analysis  offers  insights  into 
winning  habits  as  well.  Players  are  far 
more  likely  to  fluff  a  kick  that  could  have 
prevented  them  losing  the  match  (by  level¬ 
ling  the  score)  than  one  that  will  secure  vic¬ 
tory.  Mr  Jordet  has  also  detected  an  “emo¬ 
tional  contagion”  among  penalty-takers: 
when  a  player  celebrates  a  successful  kick 
by  raising  his  arms  in  triumph,  he  makes 
his  teammates  more  likely  to  score  too— 
and  his  opponents  less  likely.  Greg  Wood 
of  Liverpool  Hope  University  finds  that  ef¬ 
fective  players  tend  to  kick  according  to  a 
plan,  without  regard  for  the  goalkeeper’s 
movement.  Most  of  the  time,  the  team  that 
shoots  first  in  the  alternating  contest  ends 
up  winning— because  playing  catch-up 
makes  their  opponents’  task  extra  stressful. 

Herein  lie  the  lessons  of  penalties  for 
other  types  of  managers-and  for  football 
coaches  whose  teams  face  the  trauma  of 
shoot-outs  in  Brazil.  When  the  pressure 
builds,  the  key  is  to  concentrate  on  your 
own  side’s  performance,  rather  than  wor¬ 
rying  about  the  opposition.  Emphasise 
positive  incentives  rather  than  the  costs  of 
failure.  Celebrate  success.  Also,  if  at  all  pos¬ 
sible,  avoid  the  Germans.  ■ 


How  to  handle  pressure:  lessons  from  penalty  shoot-outs 


Back  of  the  net! 

Football  World  Cup  and  European  Championship  finals 

Teams  competing  in  most  penalty  shoot-outs 
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Business 


Hewlett-Packard 

Still  in  the  garage 


PALO  ALTO 

Halfway  through  Meg  Whitman’s  five-year  recovery  plan,  the  Silicon  Valley 
company  still  has  plenty  of  work  to  do 


WHEN  Meg  Whitman  became  Hew¬ 
lett-Packard’s  chief  executive  in  Sep¬ 
tember  2011,  the  company  founded  in  a 
Palo  Alto  garage  in  1939  looked  fit  only  for 
the  scrapyard.  It  had  ousted  two  bosses, 
Mark  Hurd  and  Leo  Apotheker,  in  13 
months.  Mr  Apotheker’s  proposed  change 
in  strategy,  which  cost  him  his  job,  had  left 
a  deep  dent  in  HP’s  share  price. 

What  was  under  the  bonnet  was  as  bad 
as  the  bodywork.  The  market  for  personal 
computers,  which  hp  led,  was  showing 
signs  of  wear.  Mr  Apotheker’s  plan,  in¬ 
deed,  had  been  to  get  out  of  pcs  and  push 
into  software,  by  buying  Autonomy,  a  Brit¬ 
ish  tech  darling.  The  “channel”,  the  army 
of  distributors  who  sell  70%  of  HP’s  equip¬ 
ment  to  end  users,  was  turning  to  other 
suppliers.  Mr  Hurd’s  remorseless  cost-cut- 
ting  had  wearied  many  hp  staff,  and  it  had 
stopped  pleasing  Wall  Street.  Investors  had 
tired  of  boardroom  battles. 

By  the  time  Ms  Whitman  had  written 
off  $8.8  billion  of  the  $u  billion-odd  paid 
for  Autonomy  (mostly  ascribed  by  hp  to 
questionable  accounting  policies,  allega¬ 
tions  Autonomy’s  ex-bosses  reject)  and  a 
similar  amount  in  respect  of  eds,  an  iT-ser- 
vices  firm  bought  in  2008,  the  old  jalopy 
was  more  battered  than  ever.  The  Autono¬ 
my  write-off  pushed  the  share  price  below 
$12,  half  what  it  was  when  Ms  Whitman 


took  over  (see  chart  1).  Revenue  fell  from 
$127  billion  in  the  year  to  October  2011  to 
$120  billion  in  2012  and  $112  billion  in  2013. 

Lately  hp,  which  this  week  held  its 
main  annual  conference  for  business  cus¬ 
tomers  in  Las  Vegas,  has  been  looking 
more  roadworthy.  Revenue  in  the  three 
months  to  April  was  only  1%  lower  than  a 
year  earlier  (and  only  0.1%  down  after  strip¬ 
ping  out  changes  in  exchange  rates).  Fur¬ 
ther  cost  savings  have  yielded  higher  pro¬ 
fits  and  re-upholstered  HP’s  cash  cushion, 
to  $15.1  billion  compared  with  $8  billion  in 
late  2011.  hp  has  also  bought  back  shares. 

It  has  put  a  lot  of  effort,  too,  into  repair- 
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Valley  of  tears 


HP's  share  price,  $ 


HURD  QUITS  APOTHEKER 'S  PC  SPIN-OFF  PLAN 
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ing  relations  with  the  channel.  When  hp 
said  it  might  spin  off  the  pc  business,  says 
Cathie  Lesjak,  the  chief  financial  officer, 
“We  really  hurt  ourselves  with  the  chan¬ 
nel.”  Its  partners  worried  that  it  might  give 
up  on  hardware  altogether.  It  looked  a  less 
reliable  supplier,  and  lost  custom. 

There  were  deeper  faults  as  well,  partly 
the  result  of  years  of  acquisitions.  No  one 
can  match  hp’s  breadth  of  products,  says 
Jayson  Noland  of  Robert  W.  Baird,  an  in¬ 
vestment  bank,  but  this  advantage  has  of¬ 
ten  been  squandered  because  people  from 
different  parts  of  HP-servers  and  network¬ 
ing,  say-have  worked  independently. 
Sometimes,  says  Mark  Starkey,  managing 
director  of  Logicalis  uic,  the  British  arm  of  a 
global  it  integrator,  HP’s  direct  sellers  even 
competed  against  his  team  to  sell  hp  kit  to 
the  same  customers. 

hp  ended  up  with  a  jumble  of  incentive 
schemes,  with  different  names  in  different 
places.  Resellers  might  have  no  idea 
whether  or  not  they  were  meeting  targets— 
and  due  juicy  rebates-until  the  end  of  a 
quarter.  “You  could  make  as  good  or  better 
money  with  hp  than  with  anybody,”  says 
Sue  Barsamian,  who  oversees  indirect 
sales  for  hp’s  enterprise  group,  “but  it  was 
just  too  complicated.” 

In  the  past  couple  of  years  hp  has  been 
standardising  its  processes  and  has  set  up  a 
single  (cloud-based)  portal  for  channel 
sales.  Its  old  arrangements  had  too  many 
inconsistencies  to  be  automated-a  re¬ 
markable  state  of  affairs  for  a  technology 
company.  A  new  system  for  managing 
marketing  funds  is  in  place  in  the  Americas 
and  Asia,  and  is  due  to  be  extended  to  Eu¬ 
rope,  the  Middle  East  and  Africa  in  Novem¬ 
ber.  The  new  engine  is  not  “firing  on  all  cyl¬ 
inders”  yet,  thinks  Tiffani  Bova  of  Gartner,  ►► 
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►  a  research  firm,  but  “it  is  much  more  fo¬ 
cused  on  the  collective  success  of  the  chan¬ 
nel.”  Mr  Starkey  agrees:  “The  mentality  at 
HP  is  definitely  different  now.” 

All  this  has  helped  the  shares  to  treble 
since  their  nadir,  recouping  the  ground  lost 
after  Mr  Apotheker  unveiled  his  grand 
plan.  Even  so,  notes  Toni  Sacconaghi  of 
Sanford  C.  Bernstein,  also  a  research  firm, 
hp  shares  are  still  among  the  very  cheapest 
in  the  s&p  500  index. 

That  suggests  that  the  market  does  not 
expect  hp  to  convert  stability  into  growth. 
Higher  earnings  cannot  be  wrought  end¬ 
lessly  from  lower  costs.  In  finding  savings, 
“Meg  has  a  tougher  hand  than  Mark  did,” 
says  Ms  Lesjak,  but  she  keeps  doing  so.  Last 
month  hp  said  it  would  save  a  further  $1 
billion  annually  by  shedding  another 
11,000-16,000  jobs  by  next  year.  That  takes 
the  cuts  announced  since  May  2012  to 
45,000-50,000,  or  about  one-seventh  of 
the  workforce.  In  2012  Ms  Whitman  pre¬ 
dicted  “real  recovery  and  expansion”  this 
year.  Now  she  sounds  more  cautious,  but 
still  insists  that  “sustained,  profitable  rev¬ 
enue  growth  remains  our  top  priority.” 
Where  might  it  come  from? 

More  screens,  fewer  printers 

The  wrong  place  to  look  is  in  HP’s  biggest 
business:  pcs  and  printing  (see  chart  2).  Re¬ 
cently,  as  it  happens,  companies  have  at 
last  been  replacing  ageing  desktops  and 
laptops,  prompted  in  part  by  the  end  of  Mi¬ 
crosoft’s  support  for  its  old  Windows  xp 
operating  system.  HP’s  sales  of  pcs  to  com¬ 
panies  were  12%  higher  in  the  three  months 
to  April  than  a  year  earlier.  But  this  is  un¬ 
likely  to  endure,  and  hp  missed  the  tablet 
and  smartphone  boom.  Printing  carries 
much  fatter  margins  than  pcs,  thanks  to  all 
those  ink  cartridges,  but  “with  screens 
everywhere”,  says  Mr  Noland,  “we  just 
don’t  need  to  print  as  often  as  we  did.” 

Servers  promise  a  little  more.  In  Janu¬ 
ary  ibm  said  it  would  sell  its  “industry- 
standard”  (ie,  low-end)  server  business  to 
Lenovo  of  China,  which  had  bought  Big 
Blue’s  pc  division  in  2005.  So,  over  the  next 
12  to  18  months,  says  Ms  Lesjak,  hp  has  a 
chance  to  woo  ibm’s  unsettled  customers. 
But  the  window  will  close:  Big  Blue  did  not 
see  much  profit  in  the  business;  and  Le¬ 
novo,  which  has  already  pinched  hp’s  top 
spot  in  pcs,  will  be  a  fierce  opponent. 

A  venture  announced  in  April  with  Fox- 
conn,  a  Taiwanese  company  best  known 
for  making  iPads  and  iPhones  for  Apple, 
points  to  a  bolder  ambition:  flogging  serv¬ 
ers,  on  a  huge  scale,  to  owners  of  big  data 
centres.  Some  of  these,  such  as  Facebook 
and  Google,  design  their  own  servers  and 
have  other  Taiwanese  firms  build  them. 
But  Ms  Lesjak  says  that  still  leaves  a  lot  of 


Correction:  In  last  week's  article  on  Brazilian  television, 
we  wrongly  said  Carlos  Slim  was  the  boss  of  Mexico's 
Televisa.  It  is  in  fact  Emilio  Azcarraga.  Sorry. 


customers,  such  as  Apple,  Microsoft  and 
smaller  firms.  This  market,  she  adds, 
should  suit  HP’s  low-energy  Moonshot 
servers,  for  which  it  has  high  hopes. 

hp’s  cloud-computing  ambitions  do 
not  end  there.  It  is  investing  more  than  $1 
billion  over  the  next  two  years  in  a  “hy¬ 
brid”  cloud,  in  which  customers  use  a  mix 
of  servers  on  their  own  premises,  at  hp’s 
data  centres  and  at  those  of  third  parties. 
Bill  Hilf,  recruited  last  year  from  Microsoft 
to  run  hp’s  cloud  business,  thinks  this  will 
appeal  to  bigger,  older  businesses  that  are 
still  running  lots  of  legacy  systems  from  va¬ 
rious  suppliers-these  are  typical  hp  cli¬ 
ents.  Companies’  adoption  rate  of  cloud 
computing  is  still  only  around  5%,  says  Mr 
Hilf,  and  the  market  is  potentially  enor- 
mous-$235  billion  a  year  by  2017,  accord¬ 
ing  to  ihs,  another  research  firm-so  there 
should  be  plenty  of  room. 
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Short  of  horsepower 

Share  of  HP's  net  revenue  by  segment 
November  2013  -  April  2014,  % 

Enterprise  group 
Personal  systems  (servers,  networks, 

(PCs,  printers)  storage) 

49.6 -  - 23.9 

Enterprise 
services 
(outsourcing, 
consulting, 
support) 
— 19.7 


Investments 
0.5 

Source:  Hewlett-Packard 


Software 
3.3 


The  company  has  other  targets,  from 
cutting-edge  storage  systems  to  “big  data” 
and  software.  Almost  three  years  after  hp 
bought  Autonomy,  software  still  provides 
just  3%  of  revenue  (though  some  of  what  is 
booked  as  hardware  sales  includes  soft¬ 
ware).  hp  also  has  hopes  for  “converged 
systems”:  computing,  networking  and  stor¬ 
age  in  a  single  box.  hp  is  far  behind  others 
in  this  game,  such  as  Oracle  and  an  alliance 
of  three  companies,  Cisco,  emc  and 
VMware.  As  with  cloud  computing,  this 
business  will  test  hp’s  determination  to 
behave  like  one  company  rather  than  sev¬ 
eral.  But  it  is  another  young  market  that  is 
expected  to  grow  fast.  Despite  Cisco’s  big 
lead  in  networking,  Mr  Starkey  of  Logicalis 
says  that  hp  “has  got  a  really  good  story”. 

HP’s  troubles  are  an  amplified  version 
of  those  facing  many  big,  middle-aged 
businesses.  Its  shareholders  are  institu¬ 
tions  prepared  to  accept  steady  rather  than 
spectacular  returns,  but  now  that  the  mar¬ 
kets  on  which  it  has  come  to  rely  are  declin¬ 
ing,  it  has  to  find  replacements-or  shrink. 
When  revenues  exceed  $100  billion,  those 
new  businesses  have  to  be  big.  Ms  Whit¬ 
man  has  kept  hp  out  of  the  scrapyard.  Soon 
she  must  steer  it  back  onto  the  highway.  ■ 
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BERLIN 

A  stockmarket  milestone  reflects 
optimism  for  German  companies 

ECONOMIC  growth  of  2%  this  year,  as  is 
expected  in  Germany,  is  hot  stuff  only 
in  the  context  of  Europe’s  cool  climes.  But 
the  dax  index  of  the  country’s  biggest  list¬ 
ed  companies  is  truly  sizzling,  closing 
above  10,000  points  for  the  first  time  on 
Monday  June  9th,  up  by  22%  on  a  year  ago 
and  nearly  treble  the  low  it  hit  in  March 
2009.  The  mdax,  an  index  of  somewhat 
smaller  companies,  has  performed  even 
better.  Share-traders’  enthusiasm  is  shared 
by  bosses:  the  Ifo  business-climate  index,  a 
widely  watched  survey  of  companies, 
shows  an  optimism  not  seen  since  2011. 

What  justifies  the  cheer?  Dirk  Muller,  a 
trader  and  commentator,  although  cau¬ 
tious  about  the  heights  share  prices  are 
reaching,  thinks  the  prospects  for  Ger¬ 
many’s  carmakers  are  bright.  Two  of  them, 
bmw  and  Volkswagen,  have  been  among 
the  top-five  performers  over  the  past  five 
years,  and  the  dax’s  best  performer  has 
been  Continental,  a  car-parts  maker. 

In  recent  years  the  run-up  in  German 
automotive  and  engineering  firms’  shares 
has  been  driven  by  booming  emerging- 
market  sales.  Now,  China’s  market  is  cool¬ 
ing,  and  the  prospects  for  sales  in  Russia 
have  been  dampened  by  its  confrontation 
with  the  West  over  Ukraine.  However, 
markets  closer  to  home  are  coming  to  the 
rescue:  car  sales  in  Europe  have  increased 
for  eight  months  in  a  row.  Volkswagen, 
which  sold  4.4%  more  cars  in  the  first  five 
months  of  2014  than  in  the  same  period 
last  year,  says  western  Europe  is  now  only 
second  to  the  Asia-Pacific  region  in  sales 
growth,  a  big  change  from  recent  years. 

Other  German  businesses  may  like¬ 
wise  see  renewed  vigour  in  domestic, 
European  and  rich-world  markets,  com¬ 
pensating  for  the  weakening  outlook  else¬ 
where.  Barclays,  a  bank,  thinks  that  a  long- 
overdue  recovery  in  capital  spending  by 
companies  in  developed  economies 
should  help  the  country’s  many  makers  of 
industrial  equipment  and  services.  As  ex¬ 
amples,  Barclays  mentions  Siemens,  an  en¬ 
gineering  conglomerate.  Infineon,  a  micro¬ 
chip-maker,  and  sap,  which  makes 
business  software. 

All  three  have  struck  cheerier  notes  in 
recent  results  announcements.  Growth  in 
company  profits  tends  to  lag  gdp  growth 
by  a  couple  of  quarters,  so  Siemens  expects 
the  strong  first-quarter  economic  figure  to 
translate  into  higher  sales  later  this  year. 
sap  sees  the  packaged-software  market  in 
its  Europe,  Middle  East  and  Africa  region  ►► 
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►  growing  by  more  than  5%  this  year.  Infi¬ 
neon  expects  revenue  growth  of  between 
4%  and  8%  in  the  current  quarter,  and 
thinks  rising  demand  from  carmakers  and 
other  industrial  customers  will  drive  its 
growth  this  year. 

Although  bosses  are  sounding  increas¬ 
ingly  happy  about  the  prospects  for  their 
businesses,  economists  are  wary.  They 
think  the  hype  on  the  stockmarket  may  be 
excessive.  In  particular,  they  worry  that  the 
decision  on  June  5th  by  the  European  Cen¬ 
tral  Bank  to  push  interest  rates  down  into 
uncharted  territory  risks  inflating  a  bub- 
ble-it  was  surely  no  coincidence  that  the 
dax’s  record  high  came  so  soon  after  the 
ecb’s  decision. 

But  the  industrial  bosses  see  a  positive 
side  to  the  ecb’s  move:  cutting  interest 
rates  should  tend  to  weaken  the  euro,  mak¬ 
ing  their  exports  outside  the  currency  zone 
more  competitive  and  boosting  their  value 


Multinational  drug  companies, 
now  looking  forward  to  a  sustained 
boom  in  the  Chinese  market,  should  in¬ 
stead  be  bracing  themselves  for  a  collapse 
in  profits  over  the  next  few  years.  So  con¬ 
cludes  a  new  report  by  Bain  &  Company, 
an  American  management  consultant. 

China  is  already  the  world’s  third-big- 
gest  market,  behind  only  America  and  Ja¬ 
pan,  and  is  likely  to  consume  $75  billion- 
worth  of  medicines  this  year.  Sales  have 
been  growing  at  a  compound  annual  rate 
of  nearly  25%  since  2009-  Rising  incomes 
and  rapid  ageing  mean  that  demand  for 
drugs  should  continue  soaring.  The  expan¬ 
sion  of  publicly  funded  health  insurance 
should  also,  in  theory,  bolster  demand. 

However,  as  Bain  points  out,  foreign 
drugmakers  now  make  most  of  their  pro¬ 
fits  not  from  new  products  still  under  pat¬ 
ent,  but  from  branded  medicines  whose 
patents  have  expired.  In  America  such  old¬ 
er  drugs  have  tiny  margins  because  of  the 
fierce  competition  from  makers  of  un¬ 
branded  “generic”  copies.  In  China  the  off- 
patent  medicines  are  highly  profitable, 
partly  because  locally  made  generic  ver¬ 
sions  are  of  poor  quality.  Alas  for  the  for¬ 
eign  drugmakers,  reforms  under  way  are 
likely  to  trigger  a  slump  in  sales  of  their  lu¬ 
crative  off-patent  drugs  (see  chart). 

One  reform  aims  to  remove  some  per¬ 
verse  incentives  in  the  health  system.  The 
peddling  of  overpriced  pills  has  long  lined 
the  pockets  of  underpaid  doctors  and  pad- 


when  translated  back  into  euros.  Adidas,  a 
sportswear-maker,  says  that  the  strength¬ 
ening  euro  knocked  a  €23501  dent  in  its 
sales  last  year. 

Furthermore,  with  interest  rates  so  low, 
German  banks  are  falling  over  themselves 
to  tempt  customers  with  loans  to  buy  new 
kitchens  and  take  dream  holidays,  while 
loosening  their  loan  criteria.  Although  re¬ 
tailers  are  not  yet  as  cheerful  as  manufac¬ 
turers,  their  spirits  will  be  raised  if  the  Ger¬ 
man  Chambers  of  Commerce  and 
Industry  is  correct  in  foreseeing  a  strong  re¬ 
vival  in  domestic  consumption.  Dirk 
Schlotboller,  an  economist  at  the  cham¬ 
bers  of  commerce,  says  geopolitical  ten¬ 
sions  (such  as  those  over  Ukraine)  and 
overgenerous  government  spending  com¬ 
mitments  should  still  give  German  busi¬ 
nesses  reasons  for  caution;  but  for  now  the 
chambers’  member  firms  are  telling  him 
that  things  are  looking  up.  ■ 


ded  the  profits  of  underfunded  hospitals. 
Selling  drugs  to  patients  at  a  markup,  espe¬ 
cially  foreign  firms’  branded,  off-patent 
ones,  provides  40%  of  Chinese  hospitals’ 
revenues  and  nearly  all  their  profits.  Now, 
officials  are  instituting  a  “zero  markup” 
policy  on  drugs  at  hospitals,  and  cracking 
down  on  unnecessary  prescriptions.  They 
are  pushing  to  improve  the  quality  of  Chi¬ 
nese-made  generics,  thus  taking  away  the 
justification  for  the  price  premium  enjoyed 
by  foreign  branded  drugs. 


I  Squeezed  middle 

Share  of  Chinese  pharmaceutical  sates,  % 


Source:  Bain  &  Company  'Forecast 


Even  the  expansion  of  state  health  in¬ 
surance,  which  will  soon  cover  nearly 
everyone  in  China,  is  not  the  good  news  it 
seems  for  drugs  firms.  The  government 
will  become  a  near-monopsony  buyer, 
and  is  determined  to  use  the  power  this 
brings,  as  well  as  explicit  price  controls,  to 
rein  in  the  cost  of  all  but  the  most  innova¬ 
tive  treatments. 

Another  reform  that  will  hit  foreign 
drug  firms  is  President  Xi  Jinping’s  anti-cor¬ 
ruption  drive.  GlaxoSmithKline,  a  British 
firm,  has  been  accused  by  Chinese  officials 
of  orchestrating  “massive  and  systemic 
bribery”  to  get  doctors  and  hospitals  to 
overpay  and  overprescribe.  The  firm, 
which  acknowledges  local  employees  act¬ 
ed  outside  its  “processes  and  controls”,  has 
suffered  a  sharp  drop  in  sales  in  China. 
With  investigations  into  other  foreign 
firms  rumoured  to  be  under  way,  the  free¬ 
wheeling  marketing  practices  that  have 
propped  up  the  industry’s  business  model 
in  China  surely  cannot  last. 

As  demand  for  branded  medicines  has 
boomed  in  recent  years,  the  foreign  drug 
firms  have  recruited  armies  of  sales  reps  to 
sweet-talk  doctors  and  hospital  bosses: 
their  numbers  almost  trebled  between  ►► 


Marking  down  the  markups 


Pharmaceuticals  in  China 


So  long,  easy  money 
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Foreign  drug  firms  face  a  severe  profit  squeeze 
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►  2008  and  2012.  If  they  do  not  make  drastic 
cuts  in  the  cost  of  this  sales  force,  in  line 
with  the  expected  slump  in  demand  for 
the  medicines  they  are  peddling,  Bain  reck¬ 
ons  the  foreign  firms’  Chinese  profits  could 
vanish  entirely  in  five  to  seven  years. 

There  is  a  ray  of  hope  for  the  longer 
term,  though.  The  Chinese  authorities  are 
moving  to  clarify  and  speed  up  the  hither¬ 
to  murky  procedures  to  win  approval  for 
new  medicines.  It  is  uncertain  how  big  or 
profitable  the  market  for  such  patented 
drugs  will  be,  because  the  government’s 
reimbursement  policies  are  not  yet  clear. 
But  Bain  expects  that  growing  demand  for 
them  will  help  to  limit  the  foreign  firms’ 
loss  of  market  share  to  local  generics  firms. 

That  said,  it  will  be  much  harder  work 
than  peddling  old  pills.  Having  spent  a  for¬ 
tune  to  develop  the  new  drugs,  firms  will 
then  have  the  further  cost  of  educating 
doctors  and  hospitals  about  their  benefits, 
which  will  require  a  more  skilled  sales 
force.  Although  the  Chinese  market  still 
looks  a  promising  one  for  the  longer  term, 
the  foreign  drugmakers  face  a  severe 
squeeze  in  the  next  few  years,  and  not  all 
of  them  may  be  able  to  withstand  it.  ■ 


Eton  Musk's  gigafactory 

Assault  on 
batteries 

Better  power-packs  will  open  the  road 
for  electric  vehicles 

HE  author  of  “Fifty  Shades  of  Grey”, 
E.L.  James,  has  mused  at  length  about  a 
billionaire  inflicting  punishment  in  her 
bondage-based  bestseller.  As  the  recipient 
of  one  of  the  first  right-hand-drive  versions 
of  the  Tesla  Model  s  to  hit  Britain’s  roads, 
personally  handed  to  her  at  an  event  in 
London  last  week  by  Elon  Musk,  the  car¬ 
maker’s  wealthy  boss,  she  is  clearly  at¬ 
tuned  to  billionaires  dishing  out  pleasure 
too.  The  “range  anxiety”  that  afflicts  other 
electric-car  owners  has  been  minimised  in 
the  Model  s  by  packing  it  with  lots  of  bat¬ 
teries;  the  agony-inducing  cost  of  filling  up 
at  the  petrol  station  need  never  bother  Ms 
James  again. 

Other  all-electric  cars,  costly  and  with 
limited  ranges,  have  proved  a  hard  sell.  The 
models  from  most  mainstream  carmakers 
still  look  and  feel  like  gimmicks.  Tesla’s 
main  achievement  is  producing  a  car 
which  can  be  judged  credibly  alongside 
any  fast  and  expensive  petrol-propelled  sa¬ 
loon.  But  the  Californian  company’s  long¬ 
term  growth  prospects,  and  the  wide¬ 
spread  adoption  of  electric  cars,  are  both 
dependent  on  a  big  drop  in  battery  costs. 
Tesla’s  next  mission,  to  begin  making  a 
cheaper,  mass-market  electric  vehicle  in 


2017,  will  rely  heavily  on  ambitious  plans 
for  a  new  battery  “gigafactory”  in  America. 

Batteries  are  the  priciest  bit  of  electric 
cars.  Mr  Musk,  a  founder  of  PayPal  and  a 
serial  tech  investor,  claims  that  his  come 
much  cheaper  than  those  of  other  carmak¬ 
ers.  Although  Tesla  has  designed  the 
powerpacks  and  their  associated  circuitry, 
each  of  them  contains  up  to  7,000  standard 
lithium-ion  cells  of  the  sort  found  in  lap¬ 
tops.  The  firm  is  said  to  buy  more  of  these 
sorts  of  cell  than  all  the  world’s  computer- 
makers  combined. 

Tesla  argues  that  purchasing  a  common 
item  in  volume  gives  it  a  big  advantage 
over  other  carmakers  that  have  opted  to 
commission  custom-designed  battery 
cells.  It  reckons  that  its  battery  packs,  in¬ 
cluding  their  power-management  and 
cooling  systems,  currently  cost  it  less  than 
$300  a  kilowatt-hour  (kWh)  of  storage  ca¬ 
pacity,  about  half  the  costs  of  its  rivals. 

The  gigafactory,  which  will  eventually 
turn  out  batteries  for  500,000  vehicles, 
should  cut  their  cost  by  another  30%,  ac¬ 
cording  to  Tesla  (see  chart).  Mr  Musk  reck¬ 
ons  that  two-thirds  of  that  saving  will 
come  from  scale  alone-the  new  factory 
will  double  the  world’s  lithium-battery 
output-with  the  rest  down  to  improved 
manufacturing  technology.  If  Tesla  makes 
good  on  its  promise,  electric  motoring 
could  finally  take  off.  Sanford  C.  Bernstein, 
a  research  firm,  reckons  that  when  costs 
drop  below  $200  a  kWh,  battery-powered 
cars  start  to  become  competitive  with  con¬ 
ventional  ones  without  subsidies.  The 
gigafactory  could  bring  Tesla  close  to  that. 

Yet  some  analysts  doubt  Tesla’s  claims 
both  of  its  current  battery  costs  and  its  abil¬ 
ity  to  cut  them  drastically,  ubs,  a  bank, 
notes  that  raw  materials  account  for  70%  of 
the  price  of  a  lithium  battery,  making  the 
scope  for  savings  limited.  And  even  if  the 
factory  does  turn  out  lots  of  cheap  battery 
cells,  that  will  not  be  enough.  Paul  Rivera 
of  Ricardo,  an  engineering  consultant,  reck¬ 
ons  that  the  key  to  increasing  range  and 
performance,  while  cutting  costs,  is  to  im¬ 
prove  the  efficiency,  size  and  price  of  the 
electronics  that  manage  the  power,  along 
with  overall  vehicle  weight.  Tesla  does  not 

I  Ahead  of  the  pack 

Car  battery-pack  cost  forecasts,  $  per  kWh 
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have  the  same  advantages  in  these  areas  as 
it  has  with  its  batteries. 

At  a  cost  of  $5  billion,  which  Tesla  will 
share  with  Panasonic  of  Japan,  its  current 
battery  supplier,  and  other  partners,  the  gi¬ 
gafactory  is  a  big  gamble.  But  the  company 
will  surely  get  a  good  deal  by  playing  off 
Arizona,  Texas,  New  Mexico  and  Nevada, 
the  states  that  want  to  host  it.  And  if  elec¬ 
tric-car  demand  stalls,  the  huge  output  of 
cheap  batteries  could  feed  the  market  for 
distributed  generation-storing  energy 
from  solar  cells  and  discharging  it  when  it 
is  needed,  helping  consumers  to  go  “off  the 
grid”.  Mr  Musk,  a  self-confident  man 
whose  other  projects  include  establishing 
a  colony  on  Mars,  is  unlikely  to  be  put  off 
by  the  gigafactory’s  doubters.  ■ 


Business  in  Saudi  Arabia 

Half-opening  the 
gates 

RIYADH 

Foreign  businesses  are  welcome-but 
only  the  right  sort 

ATRIP  around  the  bustling  shopping  cen¬ 
tres  of  Riyadh,  with  their  wide  range 
of  familiar  European  and  American  retail¬ 
ing  brands,  gives  the  superficial  impres¬ 
sion  of  a  country  that  is  open  to  the  outside 
world.  Some  of  the  world’s  biggest  energy 
and  manufacturing  firms,  from  Exxon  Mo¬ 
bil  to  Unilever,  have  operations  in  the  king¬ 
dom  too.  The  Gulf’s  wealthiest  economy, 
with  low  taxes,  economic  growth  of  al¬ 
most  4%  last  year,  a  population  of  30m,  a 
free-spending  government  and  cheap  en¬ 
ergy  supplies,  Saudi  Arabia  should  be  as 
big  a  draw  for  businesses  as  its  holy  city  of 
Mecca  is  for  pilgrims.  But  while  stepping 
up  its  efforts  to  promote  the  entry  of  for¬ 
eign  firms,  the  Saudi  government  is  simul¬ 
taneously  becoming  more  choosy  about 
which  ones  it  lets  in,  and  which  can  stay. 

This  week  sagia,  the  government 
agency  for  promoting  business  invest¬ 
ment,  announced  a  new  fast-track  service 
to  process  applications  from  foreign  inves¬ 
tors  within  five  days.  Last  month  the  agen¬ 
cy  held  a  conference  in  London  to  attract 
more  investment  from  British  firms.  But 
just  a  few  days  before  announcing  the  fast- 
track  service,  the  agency’s  boss,  Abdullatif 
al-Othman,  said  it  would  kick  out  of  the 
country  those  smaller  foreign  firms  that  it 
judged  were  failing  to  add  enough  value  to 
the  Saudi  economy.  In  recent  months  the 
agency  has  cancelled  the  licences  of  doz¬ 
ens  of  foreign  firms  for  various  breaches  of 
the  conditions  under  which  they  were  ad¬ 
mitted.  More  companies  are  now  at  risk  of 
being  thrown  out  for  not  obeying  a  law 
that  came  into  full  force  last  year,  requiring 
them  to  employ  a  proportion  of  Saudis.  ►► 


Business  61 
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►  The  government’s  pickiness  is  ill-timed, 
given  how  hard  it  has  been  in  recent  years 
for  Saudi  Arabia  to  attract  foreign  business¬ 
es.  According  to  unctad,  a  un  agency 
which  measures  such  things,  foreign  direct 
investment  in  Saudi  Arabia  declined  by 
more  than  two-thirds,  to  $12.2  billion,  in  the 
four  years  to  2012,  when  it  fell  behind  Tur¬ 
key  as  the  broader  Middle  East’s  most  at¬ 
tractive  investment  destination. 

Nevertheless,  says  Mr  Othman,  the  gov¬ 
ernment  is  no  longer  interested  in  compa¬ 
nies  that  “come,  sell  equipment  and  leave, 
like  [in]  the  1980s.”  His  agency  is  also  keen 
to  chase  away  foreigners  who  set  up  shell 
companies  to  get  around  the  country’s 
strict  residency  requirements.  But  dip¬ 
lomats  and  businesspeople  in  Saudi  Ara¬ 
bia  say  the  government  is  casting  its  net 
wider.  Companies  that  look  likely  to  em¬ 
ploy  and  train  lots  of  locals  in  high-level 
skills  are  still  encouraged,  such  as,  say,  Jag¬ 
uar  Land  Rover,  a  British  carmaker  that  is 
planning  to  build  a  plant  there.  So  are  ones 
that  can  help  the  country  meet  its  fast¬ 
growing  need  for  new  infrastructure,  such 
as  Chinese  construction  firms.  But  ones 
that  might  provide  competition  for  slug¬ 
gish  local  firms  (which  would  benefit  Sau¬ 
di  consumers  and  the  economy  as  a 
whole)  are  not  so  welcome. 

Despite  the  efforts  of  sagia  and  other 
agencies  to  make  it  easier  for  businesses  to 
enter  the  country,  the  co-ordination  be¬ 
tween  state  bodies  is  often  poor,  and  it  is 
still  necessary  to  have  the  right  connec¬ 
tions  to  negotiate  official  bureaucracy.  Get¬ 
ting  visas  for  foreign  staff  is  a  nightmare  of 
unpredictability.  Even  Saudi-owned  firms 
suffer  these  problems.  Raid  Ismail,  a  retail¬ 
er  in  Riyadh,  says  a  business  must  have  a 
shopfront  to  get  a  permit  from  the  munici¬ 
pality,  and  visas  for  foreign  staff,  even  once 
it  has  a  licence  to  operate  from  the  central 
government.  But  this  takes  so  long  that  the 
shop  can  sit  empty,  with  rent  accumulat¬ 
ing,  for  up  to  a  year.  “You  are  at  the  mercy 
of  an  individual  on  duty  on  that  day  be¬ 
cause  rules  are  never  applied  quite  the 
same  as  they  are  stated,”  says  Princess 
Reema  bint  Bandar  al-Saud,  who  operates 
the  Harvey  Nichols  franchise  in  Riyadh. 

Saudi  workers  tend  to  be  more  expen¬ 
sive  and  less  productive  than  foreign  ones, 
so  the  new  quotas  for  employing  locals, 
known  as  nitaqat,  are  a  particular  problem 
for  smaller  foreign  firms,  which  cannot  af¬ 
ford  training  schemes  to  bring  Saudi  staff 
up  to  speed.  Foreign  businesspeople  ac¬ 
cept  that  the  government  has  to  find  ways 
to  improve  its  citizens’  skills  and  employ¬ 
ment  prospects-especially  after  the  prot¬ 
ests  that  have  shaken  the  Arab  world  in  re¬ 
cent  years— but  point  out  that  the  effect  has 
been  to  stifle  the  small-business  sector  that 
the  government  is  otherwise  seeking  to 
promote.  As  unctad’s  latest  report  on  for¬ 
eign  investment  notes,  in  many  industries 
there  are  not  enough  qualified  Saudis  will¬ 


ing  and  able  to  do  the  jobs  the  government 
wants  them  to  be  given. 

To  make  things  worse,  sagia  says  it  in¬ 
tends  to  start  ranking  both  domestic  and 
foreign  companies  according  to  their  com¬ 
pliance  with  its  objectives,  and  offer  incen¬ 
tives,  from  cheaper  energy  to  longer  visas 
for  foreign  staff,  to  those  it  approves  of.  The 
risk  is  that  this  degenerates  into  bestowing 
favours  on  the  well-connected.  So  al¬ 
though  the  government’s  heavy  spending 
provides  lots  of  opportunities  for  business¬ 
es,  its  meddlesome  approach  makes  the 
country  an  unpredictable  place.  For  many 
foreign  firms,  Saudi  Arabia  is  interesting 
enough  to  be  worth  keeping  an  eye  on,  but 
for  now  they  have  plenty  of  other  big  econ¬ 
omies  to  put  their  money  into.  ■ 


French  cultural  industries 

Luvvies  up  in  arms 


PARIS 

Arts  workers  hold  out  against  reforms 
to  unemployment  insurance 

THERE  is  not  a  dry  eye  in  the  house 
when  Violetta  dies  at  the  end  of  “La  Tfa- 
viata”,  in  the  arms  of  her  stodgy  young  lov¬ 
er.  But  the  courtesan  did  not  get  a  chance  to 
jerk  tears  in  Montpellier  on  June  4th.  The 
Opera  Comedie  had  to  cancel  its  perfor¬ 
mance  of  Verdi’s  opera  when  stagehands 
and  artists  occupied  the  theatre.  On  June 
7th  revolting  theatricals  delayed  another 
“Traviata”,  this  time  at  the  Opera  Bastille  in 
Paris.  Tools  were  downed  in  Toulouse  and 
Angers  on  June  10th.  Arts  festivals  across 
France  could  be  threatened  this  summer; 
most  years  they  attract  hundreds  of  thou¬ 


sands  of  visitors. 

The  catalyst  is  the  reform  of  the  coun¬ 
try’s  unemployment-insurance  fund.  Mea¬ 
sures  to  reduce  its  €4  billion  ($5.4  billion) 
annual  deficit  and  change  it  in  other  ways 
were  agreed  on  by  a  majority  of  unions 
and  employers  on  March  22nd  and  are  ex¬ 
pected  to  come  into  force  on  July  1st. 

However,  one  group  of  workers  has  not 
accepted  the  deal:  the  intermittents  du  spec¬ 
tacle,  temporary  show-business  workers, 
who  create  the  plays,  films,  television  pro¬ 
grammes  and  other  performances  that 
bear  aloft  the  banner  of  French  culture. 
They  have  their  own  special  scheme 
which  pays  out  more  money  and  for  lon¬ 
ger  than  the  general  one.  They  are  typically 
employed  only  for  brief  periods  and  are 
thus  vulnerable,  the  argument  goes;  what 
is  more,  their  industries  could  not  survive 
if  they  did  not  have  talent  readily  available 
at  all  times. 

Feelings  about  the  scheme  run  high. 
Bosses  in  other  industries  hate  it.  They  say 
it  is  unfair:  one  group  of  workers  is  better 
treated  than  others,  even  those  whose  jobs 
are  equally  precarious.  They  believe  it  is 
widely  abused:  companies  in  cultural  in¬ 
dustries  can  hire  their  staff  for  next  to  noth¬ 
ing  on  repeated  temporary  contracts,  rely¬ 
ing  on  the  insurance  scheme  to  make  up  a 
living  wage.  In  the  absence  of  reform,  the 
cost  of  this  passes  to  workers  and  business¬ 
es  in  other  industries  which  belong  to  the 
unemployment-insurance  scheme.  In  the 
talks  on  reforming  the  system  Medef, 
France’s  main  employers’  association, 
failed  to  get  the  cultural  workers’  special 
entitlements  abolished,  but  it  won  agree¬ 
ment  to  tighten  the  rules  governing  them. 

Denis  Gravouil,  the  head  of  the  Confe¬ 
deration  General  du  Travail-Spectacle,  to 
which  the  great  majority  of  unionised  in¬ 
termittents  belong,  thinks  many  of  the 
changes  are  wrong,  hitting  the  humblest 
too  hard.  Benefits  will  fall  by  at  least  10%, 
he  predicts,  and  at  a  time  when  work  is 
ever  harder  to  find.  The  reform  will  neither 
balance  the  fund’s  books  nor  root  out  irreg¬ 
ularities.  He  and  most  of  his  members 
want  the  minister  of  labour,  Francois  Reb- 
samen,  to  refuse  to  sign  the  measures. 

So  the  government  is  in  a  fix.  The  re¬ 
form  is  important,  and  agreement  was 
hard  to  reach;  Mr  Rebsamen  can  have  little 
interest  in  reopening  negotiations.  But  the 
Socialists  are  traditional  supporters  of  cul¬ 
ture,  and  vice  versa.  And  a  wave  of  theatre 
closures  would  scare  off  foreign  tourists,  if 
they  have  not  already  lost  patience  with 
France  after  this  week’s  train  and  taxi 
strikes.  The  intermittents’  threat  is  not  an 
idle  one:  they  shut  down  four  big  arts  festi¬ 
vals  in  protest  at  an  earlier  overhaul  of 
their  insurance  scheme,  in  2003.  On  June 
7th  the  government  gave  a  parliamentari¬ 
an,  Jean-Patrick  Gille,  two  weeks  to  see  if 
any  feasible  tweaks  could  make  the  deal 
more  palatable.  It  looks  a  tall  order.  ■ 
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Schumpeter  |  Second  wind 


Some  traditional  businesses  are  thriving  in  an  age  of  disruptive  innovation 


KARL  MARX’S  adage  about  all  that  is  solid  melting  into  air  has 
never  seemed  more  apposite:  even  staid  businesses  such  as 
law  firms  and  universities  are  threatened  by  technology-cum- 
globalisation.  But  look  at  the  air  more  closely  and  you  can  see 
some  strange  objects  floating  around:  Swiss  watches,  Montblanc 
fountain  pens,  Harris  TWeed  jackets,  Folio  Society  books  and  old- 
fashioned  sailing  boats.  Management  gurus  may  tell  people  to 
bow  down  before  the  great  god  of  disruptive  innovation.  But 
some  companies  are  cheerfully  doing  the  opposite-preserving 
or  resuscitating  traditional  technologies  and  business  models. 

The  classic  example  of  this  is  the  Swiss  mechanical-watch  in¬ 
dustry.  In  the  1970s  it  was  almost  washed  away  by  a  tide  of  cheap¬ 
er  and  more  accurate  digital  watches.  Today  the  industry  is  more 
successful  than  ever,  providing  the  country’s  largest  source  of  ex¬ 
ports  after  pharmaceuticals  and  machinery,  and  the  engine  of  its 
revival  is  the  old-fashioned  wind-up  watch. 

There  are  plenty  of  other  examples  of  “re-emergent  technol¬ 
ogies”.  Sales  of  fountain  pens  collapsed  in  the  1950s  with  the  ar¬ 
rival  of  cheap  ballpoints;  since  the  mid-1970s  they  have  enjoyed  a 
steady  revival.  Trams  looked  destined  to  become  nothing  more 
than  tourist  attractions  in  proudly  quaint  cities  such  as  San  Fran¬ 
cisco  and  New  Orleans  (where  you  can  still  take  a  Streetcar 
Named  Desire).  But  30  American  cities  have  either  installed  new 
tram  systems  or  have  plans  to  do  so.  They  are  even  coming  to  two 
cities  which  did  their  best  to  bury  them  in  the  early  20th  century, 
Detroit  and  Los  Angeles.  Sales  of  vinyl  lps  in  the  United  States 
have  increased  from  almost  nothing  in  1993  to  more  than  6m  in 
2013.  The  number  of  independent  bookshops  is  rising  for  the  first 
time  in  decades.  Harris  Tweed  more  than  doubled  its  output  be¬ 
tween  2009  and  2012,  to  overim  metres.  Your  columnist  added  to 
the  list  by  leaving  his  fetid  cell  in  The  Economist  and  walking  20 
yards  to  Emma  Willis’s  shop  in  Jermyn  Street,  which  produces  all 
of  its  clothes  in  a  small  factory  in  Gloucester,  including  shooting 
socks  made  on  a  Victorian  sock  loom. 

How  do  businesses  go  about  reviving  old  technologies  in  the 
face  of  so  much  innovation?  Ryan  Raffaelli  of  Harvard  Business 
School  argues  that  the  key  to  success  lies  in  redefining  the  pro¬ 
duct’s  value  and  meaning.  Swiss  watchmakers  redefined  their 
products  as  status  goods  rather  than  a  means  of  telling  the  time. 


That  they  are  so  much  harder  to  make  than  digital  watches  added 

immeasurably  to  their  desirability.  Independent  booksellers  are 
redefining  themselves  as  communities  where  people  who  care 
about  books  meet  and  socialise.  Trams  are  re-emerging  as  a  green 
solution  to  both  pollution  and  urban  sprawl:  a  striking  number 
of  the  cities  that  are  adopting  them  are  formless  sunbelt  cities. 

This  redefinition  demands  a  careful  balance  between  tradi¬ 
tion  and  change.  Revival  businesses  often  need  to  cultivate  a 
close  relationship  with  their  craftsmen  and  customers,  who  may 
see  themselves  as  guardians  of  a  great  tradition  rather  than  mere 
employees  or  consumers.  The  Swiss  watch  industry  arguably 
survived  only  because  collectors  kept  paying  record  prices  for 
watches  at  auctions  and  skilled  craftsmen  refused  to  abandon  the 
old  ways:  when  Zenith  decided  to  throw  away  its  mechanical 
watchmaking  moulds  at  the  height  of  what  Swiss  refer  to  as  “the 
quartz  crisis”,  one  old-timer  decided  to  store  them  in  a  shed  in¬ 
stead,  wheeling  them  out  once  again  when  the  luxury  market 
took  off.  Revival  businesses  need  to  peddle  their  back-story  re¬ 
morselessly.  The  Harris  Tweed  Authority  is  doing  a  particularly 
good  job  of  spinning  its  tale  about  the  Outer  Hebrides  and  the  is¬ 
lands’  hardy  band  of  weavers  who  turn  local  wool  into  versatile 
cloth  in  exactly  the  same  way  as  their  forefathers  did. 

However,  while  peddling  their  traditions  and  reassuring  cus¬ 
tomers  and  craftsmen  that  they  are  holding  true  to  them,  revival 
businesses  also  need  to  be  willing  to  change.  Nicolas  Hayek  and 
Ernst  Thomke  saved  the  Swiss  watch  industry  from  impending 
death  by  applying  a  succession  of  electric  shocks.  In  a  series  of 
deals  they  brought  together  a  bunch  of  ailing  businesses  into  the 
mighty  Swatch  Group,  whose  sales  last  year  reached  SFr8.8  bil¬ 
lion  ($9.5  billion).  They  fought  back  against  cheap  digital  watches 
by  first  redefining  Swiss  watches  as  fashion  items,  with  Swatches, 
and  then  redefining  them  as  luxury  items,  with  brands  such  as 
Breguet,  Blancpain  and  Omega  which  sell  watches  for  six-figure 
sums.  Politics  &  Prose,  a  thriving  independent  bookshop  in  Wash¬ 
ington,  dc,  is  remodelling  itself  as  a  factory  as  well  as  a  cafe-cum- 
lecture  hall,  installing  a  printing  press  for  customers  to  print  their 
e-books.  Revival  industries  need  to  be  willing  to  take  tough  deci¬ 
sions:  for  example,  sacrificing  market  share  to  new  entrants  while 
holding  firm  on  price.  They  also  have  to  be  ready  to  reorientate 
themselves  to  new  markets:  the  Chinese  have  proved  enthusias¬ 
tic  buyers  of  Western  heritage  goods. 

The  cunning  of  tradition 

The  success  of  these  re-emergent  technologies  also  has  important 
lessons  for  how  we  think  of  disruptive  innovation.  New  technol¬ 
ogies  do  not  simply  displace  old  ones.  Some  old  technologies, 
like  sailing  boats  and  paper  books,  have  an  enduring  appeal; 
some,  like  watches,  can  redefine  their  value;  and  some,  like  con¬ 
doms,  can  get  a  new  lease  of  life  for  unexpected  reasons.  In  addi¬ 
tion,  people  do  not  just  buy  something  because  it  provides  the 
most  efficient  solution  to  a  problem.  They  buy  it  because  it  pro¬ 
vides  aesthetic  satisfaction-a  beautiful  book,  for  example,  or  a 
perfectly  made  shirt-or  because  it  makes  them  feel  good  about 
themselves.  This  suggests  a  paradox:  the  more  that  disruptive  in¬ 
novations  like  the  internet  boost  the  overall  productivity  of  the 
economy,  the  more  room  there  will  be  for  old-fashioned  indus¬ 
tries  that  focus  on  quality  rather  than  quantity  and  heritage  rath¬ 
er  than  novelty.  Sometimes  the  best  way  forward  is  backwards.  ■ 
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Property 


TAXATION  ON  UK  PROPERTY  IS  CHANGING 

CONSIDER  YOUR  OPTIONS 


Within  its  exclusive  setting,  this  luxury  Mayfair  property  is  first  to  offer  a  financially  compelling  fractional  ownership 
residential  option,  which  provides  an  array  of  lifestyle  choices  for  the  time  you  require  in  London  each  year. 

•  One  or  two  bedroom  furnished  and  serviced  apartments  complete  with  fully  integrated  property  management 

•  Free  of  Stamp  Duty 

•  Individual  and  Corporate  fractional  interests  from  £117,000 

This  is  an  intelligent  alternative  without  the  many  tax  implications  and  substantial  capital  outlay  of  owning  a 
property  outright  used  for  only  a  fraction  of  the  time. 

With  a  limited  number  of  memberships  remaining,  your  London  apartment  awaits. 

47  PARK  STREET., 

Mayfair  -  London 

GRAND  RESIDENCES  BY  MARRIOTT 


Data  Protection:  Your  personal  information  and  details  will  be  stored  in  a  database  controlled  by  MVCI  Europe  Limited  and  may  be  used  and  transferred  outside  the  EU  to  Marriott  Vacation  Club  International  companies  and  their 
approved  agents  worldwide  (including  but  not  limited  to,  countries  with  a  lower  or  higher  level  of  data  protection  standards)  to  administer  this  promotion  and  to  advise  you  of  other  offers.  To  exercise  your  data  protection  rights  of 
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Berkeley  Oimtp  has  invested 
££60  milium  in  the  facilities 
eomrmmties  need 


ONE  TOWER  BRIDGE  h 

LONDON  If. 


One  highly  anticipated  launch 
One  Tower  Bridge  show  apartments 
Open  for  viewing  from  Thursday  26th  June 

Strictly  by  appointment  only 


One  Tower  Bridge  is  the  epitome  of  five-star  luxury  living,  offering  breathtaking  views  of 
Tower  Bridge  and  the  world  heritage  site,  the  Tower  of  London.  Each  apartment  has  been 
finished  to  exacting  specifications,  by  Britain’s  leading  architects  and  interior  designers. 

1,  2,  3  &  4  bedroom  apartments’ and  penthouses.  Prices  from  £.1.1  m  to  £16m 

To  register,  or  for  further  information,  please  call  020  3441  7828 

or  email  onetowerbridge@berkeleygroup.co.uk  Follow  us  on  Twitter  @Berke!eyStyle 


www.onetowerbricfge.co.uk 

New  Sales  &  Marketing  Suite 

(Off  Potters  Fields  Park)  London  SE1  2AA 

Open  daily  10am-6pm 


Including  £1.3m  towards 
healthcare,  education, 
public  realm  and  renewable 
energy  as  a  result  of 
One  Tower  Bridge 

For  Your  Future 


Knight  l^V^I  IV 

Frank  Designed  for  life 


Proud  to  be  a  member  of  (he 
Berkeley  Group  of  companies 
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Prices  and  details  are  correct  at  time  of  going  to  press 
and  sub]ect  to  availability.  Computer  generated  image 
depicts  One  Tower  Bridge  and  is  indicative  only. 
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International  banking 

Poor  correspondents 


Big  banks  are  cutting  off  customers  and  retreating  from  markets  for  fear  of 
offending  regulators 


UTT’Sapre  -emptive  cringe  in  the  face  of 

A  American  regulation,”  says  a  senior 
executive  at  a  big  bank.  His  firm,  along 
with  most  of  its  peers,  is  rapidly  culling 
banking  relationships  and  retreating 
wholesale  from  markets,  countries  and 
lines  of  business  that  might  attract  the  ire 
of  regulators  or  prosecutors.  So  wide¬ 
spread  is  the  practice  that  there  is  now  an 
accepted  term  for  it:  “derisking”.  It  is  fray¬ 
ing  the  network  of  relationships  that  tie  the 
global  financial  system  together,  driving 
up  the  costs  of  finance  for  poor  countries 
and  people. 

One  of  the  main  casualties  of  the  cringe 
is  the  very  institution  of  correspondent 
banking.  This  is  the  informal  mesh  of  ar¬ 
rangements  allowing  the  customer  of  a 
bank  in  one  country  to  send  money  to 
someone  in  another  country,  even  if  the 
bank  in  question  does  not  have  a  branch 
there.  The  system  is  as  old  as  international 
finance  itself,  dating  back  to  the  earliest 
promissory  notes  and  letters  of  credit  writ¬ 
ten  by  banks  in  classical  times.  Yet  it  is  now 
being  threatened  by  an  overzealous  inter¬ 
pretation  and  enforcement  of  rules  aimed 
at  preventing  money-laundering  and 
starving  terrorists  of  funds. 

The  number  of  linkages  between  banks 
has  been  declining  in  recent  years,  largely 
because  the  industry  has  been  consolidat¬ 
ing  (see  chart).  Yet  now  it  is  the  big  interna¬ 
tional  banks  that  are  cutting  back.  The  ex¬ 
act  size  of  the  retreat  is  difficult  to  gauge 


because  of  a  dearth  of  recent  global  data, 
but  executives  at  such  firms  say  they  are 
dropping  as  many  as  a  third  of  their  corre¬ 
spondent  relationships.  One  big  firm  says 
it  is  cutting  or  scaling  back  about  1,000  link¬ 
ages;  another,  1,800.  Such  ruthlessness  will 
have  a  dramatic  impact  because  these  in¬ 
stitutions  are  the  main  nodes  through 
which  the  world’s  banks  link  up  with  one 
another.  The  four  biggest  correspondent 
banks  for  euro-denominated  transactions 
accounted  for  81%  of  the  total,  for  example. 

The  spark  that  ignited  this  bonfire  of 
banking  relationships  was  a  series  of  pros¬ 
ecutions  of  big  international  banks  in 
America  for  lapses  in  their  controls  relating 
to  money-laundering,  sanctions  and  the  fi¬ 
nancing  of  terrorism.  These  included  a  $1.9 
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billion  fine  paid  by  hsbc  and  substantial 
fines  meted  out  to  Standard  Chartered, 
ing  and  Barclays,  bnp  Paribas,  France’s 
biggest  bank,  is  said  to  face  a  fine  of  as 
much  as  $10  billion  related  to  breaches  of 
American  sanctions  against  Cuba,  Iran 
and  Sudan. 

Bankers  have  drawn  two  lessons  from 
this.  The  first  is  that  American  prosecutors 
and  regulators  seem  to  be  unilaterally  ap¬ 
plying  a  stiffer  standard  than  that  agreed  to 
by  the  Financial  Action  Task  Force  (fatf), 
an  intergovernmental  body  that  since  2001 
has  overseen  the  implementation  of  inter¬ 
national  rules  on  money-laundering  and 
terrorist  finance.  These  sensibly  require,  in 
essence,  that  banks  know  who  their  cus¬ 
tomers  are  and  what  they  plan  to  do  with 
their  money. 

American  regulators,  in  contrast,  seem 
to  be  demanding  that  banks  know  who 
their  customers’  customers  are.  Hardest  hit 
are  banks  in  countries  judged  as  high-risk 
by  the  fatf,  including  Ethiopia,  Indonesia, 
Myanmar  and  Pakistan.  Last  year  JPMor- 
gan  Chase  terminated  its  relationship  with 
Al-Rajhi  Bank,  Saudi  Arabia’s  biggest  pub¬ 
licly  traded  bank.  Only  one  large  Western 
bank  still  has  significant  retail  banking  op¬ 
erations  in  Pakistan. 

In  most  cases  banks  are  not  ending  rela¬ 
tionships  because  they  have  evidence  of 
malfeasance.  They  are  doing  so  simply  be¬ 
cause  the  costs  and  hassle  of  checking  on 
their  correspondents  outweigh  the  measly 
profits  they  generate.  Ambiguity  around 
the  rules  does  not  help.  Senior  bankers  say 
the  goalposts  keep  getting  moved,  if  they 
are  discernible  at  all.  Dealings  with  Cuba, 
for  instance,  seem  less  troublesome  than 
those  with  Iran. 

To  be  sure,  tougher  enforcement  of  the 
rules  is  generating  some  positive  results. 
Many  banks  in  poor  countries  are  adopt¬ 
ing  rich-world  controls  onmoney-launder-  ►► 
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►  ing  to  avoid  being  cut  off  from  global  fi¬ 
nance.  But  this  comes  at  a  high  price.  The 
cost  of  doing  business  has  risen  steeply  for 
exporters  in  Indonesia  and  cotton  farmers 
in  Mali,  among  others.  The  starkest  exam¬ 
ple  is  in  remittances  to  Africa.  The  cost  of 
these  had  fallen  from  about  €8  ($n)  per 
transaction  a  few  years  ago  to  as  little  as  €1. 
Now  fees  have  reverted  to  their  prior  levels 
in  many  markets  as  the  small,  local  remit¬ 
tance  firms  that  had  introduced  competi¬ 
tion  and  driven  prices  down  have  lost  ac¬ 
cess  to  banking  services  in  the  rich  world. 

It  is  not  just  in  distant  and  benighted 
places  that  the  consequences  of  this  sever¬ 


ity  are  being  felt.  In  Britain  students  from 
Iran,  Sudan  and  Syria  cannot  open  bank 
accounts.  In  America,  foreign  diplomats 
and  embassies  complain  that  they  too  are 
being  denied  access  to  banking. 

Do-gooders  are  being  caught  in  the  net, 
too.  Charities  such  as  Save  the  Children, 
the  Red  Cross  and  Christian  Aid  have 
struggled  to  transfer  funds  to  places  like 
Syria  due  to  sanctions.  Even  after  obtain¬ 
ing  explicit  approval  from  American  regu¬ 
lators,  some  have  found  it  difficult  to  con¬ 
vince  banks  to  send  money. 

Technology  may  offer  a  partial  sol¬ 
ution.  Mobile-money  systems  such  as  Ken- 
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ya’s  m-pesa,  for  instance,  provide  a  clear 
record  of  when  money  was  received  and 
where  it  was  spent.  In  Afghanistan  it  is 
used  to  pay  policemen  their  salaries  di¬ 
rectly,  reducing  corruption. 

Most  needed,  however,  is  for  politicians 
to  weigh  not  just  the  benefits  but  also  the 
costs  of  their  rules.  Left  unchecked,  the  pro¬ 
cess  of  derisking  may  leave  some  countries 
with  absolutely  no  access  to  international 
finance,  frets  one  industry  insider.  That,  in 
turn,  is  likely  to  exacerbate  the  conditions 
of  poverty  and  exclusion  that  fuel  the  ter¬ 
rorism  and  crime  these  rules  were  de¬ 
signed  to  prevent.  ■ 


Buttonwood 


Retail  investors  are  more  influential  than  most  people  think 


44T?OLKS  are  dumb  where  I  come 

JT  from,”  wrote  Irving  Berlin  in  the 
musical  “Annie  Get  Your  Gun”.  The  song’s 
condescension  towards  yokels  is  reminis¬ 
cent  of  professional  investors’  disdain  for 
their  retail  counterparts.  The  “smart  mon¬ 
ey”  in  New  York  and  London  thinks  it  can 
make  a  living  exploiting  the  “dumb  mon¬ 
ey”  of  people  who  live  in  the  sticks.  Yet  a 
new  paper* *  from  researchers  at  the  Feder¬ 
al  Reserve  shows  that  retail  investors-in 
America,  at  any  rate-are  a  lot  smarter 
than  the  professionals  imagine.  In  fact, 
they  have  a  bigger  effect  on  the  markets 
than  the  highly  paid  investment  strat¬ 
egists  of  Wall  Street. 

Much  of  the  economic  literature  as¬ 
sumes  that  ordinary  investors  are  “noise” 
traders  who  deal  at  random  (think  of  Nate 
Silver’s  book  “The  Signal  and  the  Noise”). 
They  trade  too  often,  it  is  thought,  and  are 
susceptible  to  behavioural  biases  such  as 
over-optimism  and  loss-aversion. 

Some  trading  will  always  occur  when 
investors  have  new  cash  to  invest,  or 
when  they  need  to  pay  their  bills.  But  it  is 
also  quite  rational  for  investors  to  trade  if 
their  view  of  the  economic  outlook  alters. 
The  researchers  tested  whether  they  do 
using  regular  surveys  conducted  by 
Thomson  Reuters  and  the  University  of 
Michigan,  which  ask  consumers  a  series 
of  questions  about  economic  conditions. 
From  these  surveys  they  created  a  “belief 
dispersion  index”,  which  shows  when 
views  on  the  economic  outlook  are  most 
divided.  That  was  then  compared  with 
the  views  of  professional  forecasters,  as 
revealed  in  various  surveys. 

Strikingly,  the  researchers  find  that  the 
views  of  retail  investors  show  a  sharp  rise 
in  dispersion  just  before  recessions, 
whereas  the  views  of  professional  fore¬ 
casters  do  not  diverge  until  the  tail  end  of 
recessions.  In  other  words,  the  amateurs 
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are  better  at  forecasting  downturns  than 
the  experts  (see  chart). 

This  may  be  because  the  consumer  sur¬ 
veys  interview  people  with  a  wide  range 
of  backgrounds  and  from  many  different 
locations,  whereas  investment  strategists 
are  a  tightly  knit  group,  and  may  according¬ 
ly  suffer  from  a  herd  mentality.  One  invest¬ 
ment  strategist  once  told  your  correspon¬ 
dent,  “It  makes  no  sense  for  me  to  predict  a 
recession.  If  I’m  right,  no  one  will  thank  me 
and  if  I’m  wrong,  I  will  get  fired.” 

The  next  step  for  the  researchers  was  to 
compare  the  beliefs  of  investors  with 
stoclcmarket  activity,  both  in  the  form  of 
trading  volume  and  in  the  form  of  mutual- 
fund  flows.  In  both  cases,  when  the  views 
of  retail  investors  diverged  sharply,  activity 
increased.  In  contrast,  the  views  of  profes¬ 
sional  investors  seemed  to  have  little  im¬ 
pact.  The  paper  concludes,  “It  is  likely  that 
household  investors  collectively  have  in¬ 
formation  that  professional  analysts  do 
not  have  and  therefore  contribute  to  price 
discovery  and  market  efficiency.” 

Not  all  consumers  are  equal,  however. 
The  study  finds  that  older  (over  35),  wealth¬ 
ier  and  better-educated  (with  at  least  a 


high-school  diploma)  investors  are  most 
likely  to  have  an  impact  on  trading  vol- 
ume-hardly  surprising,  as  those  are  the 
people  who  are  most  likely  to  own  stocks. 
The  paper  also  finds  that  the  stocks  most 
affected  by  retail  investors’  beliefs  are  the 
blue  chips,  the  ones  most  likely  to  be  of  in¬ 
terest  to  the  general  public. 

Given  all  this,  why  do  retail  investors 
have  such  a  bad  reputation?  Part  of  the 
reason  must  be  the  propaganda  put  about 
by  the  finance  profession:  if  the  average 
guy  realised  he  was  financially  shrewd, 
he  would  have  no  need  to  pay  1-2  percent¬ 
age  points  a  year  to  have  his  money  han¬ 
dled  by  a  fund  manager.  Yes,  retail  inves¬ 
tors  got  caught  up  in  the  dotcom  bubble 
of  the  late  1990s  but  so  did  professional  in¬ 
vestors.  Tony  Dye,  a  great  tech-stock  scep¬ 
tic,  was  pushed  out  of  his  fund-manage¬ 
ment  job  in  early  2000  by  institutional 
clients,  not  Joe  Public.  Retail  investors 
may  overestimate  the  likely  returns  on 
their  portfolios  but  so  do  the  vast  major¬ 
ity  of  American  state  and  local  pension 
funds.  Nor  is  there  any  real  evidence  that 
retail  investors  panic  in  bear  markets.  The 
record  week  for  equity-fund  outflows  was 
$20.5  billion  in  December  2000,  just  1.1% 
of  their  assets  at  the  time. 

All  professions  are  a  conspiracy 
against  the  laity,  said  George  Bernard 
Shaw.  One  way  that  conspiracy  manifests 
itself  is  in  the  use  of  jargon,  so  that  outsid¬ 
ers  cannot  follow  what  is  going  on.  An¬ 
other  tendency  is  to  belittle  the  contribu¬ 
tion  that  amateurs  make.  The  Fed  paper 
shows,  when  it  comes  to  markets,  how 
wrong  such  assumptions  can  be. 


Economist.com/blogs/buttonwood 


*  "Are  household  investors  noise  traders:  Evidence 
from  belief  dispersion  and  stock  trading  volume",  by 
Dan  Li  and  Geng  Li,  Federal  Reserve,  Washington,  DC 
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Warburg  Pincus 

Start  me  up 


When  building  companies  from  scratch 
makes  more  sense  than  buying  them 

BUY-OUT  firms  have  had  a  good  run  re¬ 
cently.  The  stuff  in  their  inventory-the 
companies  they  control-has  risen  in  value 
over  the  past  few  years,  if  flighty  stock- 
markets  are  to  be  believed.  A  spate  of  sales 
and  listings  has  resulted  in  bumper  returns 
for  investors.  But  when  private-equity 
firms  have  to  replenish  their  inventory, 
they  are  confronted  with  the  same  inflated 
valuations.  One  solution  arrived  at  by 
Warburg  Pincus,  a  New  York  outfit,  is  to 
stop  merely  buying  and  selling  businesses 
and  to  build  them  from  scratch  instead. 

Why  pay  a  bundle  to  buy  an  overpriced 
African  oil-exploration  firm,  say,  when 
you  can  hire  a  team  of  seasoned  industry 
hands  to  recreate  much  the  same  thing  for 
a  lower  price?  The  build-don’t-buy  trick  is 
one  the  firm  has  become  adept  at,  mostly 
in  unglamorous  industries.  Last  year  it  sold 
off  its  remaining  shares  in  Targa,  an  Ameri¬ 
can  gas  processor  it  founded  in  2003,  reap¬ 
ing  $1.8  billion  from  a  $400121  investment.  It 
sold  atg,  an  Indian  maker  of  truck-and- 
tractor  tyres  it  conceived  in  2007,  to  kkr,  a 
private-equity  rival,  for  $63001. 

Building  a  venture  from  nothing  is  fid¬ 
dlier  than  picking  which  company  to  buy 
from  an  investment  banker’s  offerings,  the 
way  much  of  the  private-equity  industry 
finds  its  targets.  The  process  often  starts 
with  the  hiring  of  an  “executive-in-resi¬ 
dence”,  a  veteran  of  an  industry  Warburg 
Pincus  sees  as  promising.  It  can  then  take  a 
year  or  two  to  refine  the  investment  thesis, 
or  find  a  company  to  purchase  as  a  plat¬ 
form  for  further  acquisitions.  The  execu¬ 
tive  typically  then  becomes  the  day-to-day 
boss  of  the  new  venture,  putting  up  his 
own  money  alongside  Warburg  Pincus’s. 

Some  of  the  sums  can  be  colossal:  War¬ 
burg  Pincus  and  other  investors  have 
pledged  to  invest  up  to  $li  billion  in  Venari 
Resources,  which  they  founded  in  2012  to 
hunt  for  oil  in  the  Gulf  of  Mexico.  Others 
start  small  but  may  guzzle  cash  later.  Earlier 
this  year  Warburg  Pincus  put  up  over 
$ioom  to  buy  Source,  a  European  manager 
of  exchange-traded  funds,  having  part¬ 
nered  with  a  former  boss  of  iShares,  the  in¬ 
dustry  leader.  It  wants  to  use  its  original 
purchase  as  a  base  to  consolidate  a  frag¬ 
mented  industry,  ultimately  selling  or  list¬ 
ing  a  larger  group. 

The  model  works  best  in  industries  in 
which  entrepreneurs  would  struggle.  Any¬ 
thing  to  do  with  energy,  which  requires 
oodles  of  capital,  is  a  recurring  theme,  with 
dozens  of  investments  across  Africa  and 


Commodity  finance  in  China 

An  assay-light  strategy 

A  fraud  investigation  casts  a  shadow  over  China’s  metal  imports 


AT  THE  best  of  times,  seizing  collateral 
-/"Von  defaulted  loans  in  China  is  a 
fraught  task,  plagued  by  patchy  enforce¬ 
ment.  These  are  not  the  best  of  times  in 
the  port  of  Qingdao,  a  trading  hub  in  the 
north-east.  Police  are  investigating 
whether  companies  have  committed 
fraud  by  pledging  the  same  holdings  of 
copper  and  aluminium  to  multiple 
banks,  multiple  times.  The  banks  are 
scrambling  to  see  how  much  of  the  metal 
sitting  in  Qingdao’s  warehouses  actually 
belongs  to  them. 

More  than  just  a  fraud,  the  tale  ex¬ 
poses  China’s  financial  idiosyncrasies 
and  the  lengths  to  which  firms  some¬ 
times  go  to  borrow  money.  Regulators 
have  tried  to  choke  off  credit  to  metal 


It's  hard  to  untangle 


traders  in  recent  years  as  part  of  efforts  to 
slow  pell-mell  construction.  Traders  have 
devised  a  simple  workaround.  Banks 
have  been  willing  to  grant  them  letters  of 
credit  to  fund  purchases  of  metal.  The 
traders  have  used  the  credit  to  buy  some 
and  then,  on  occasion,  immediately 
resell  it,  leaving  them  with  cash  to  invest 
in  high-yielding  shadow-bank  products. 

This  ruse  can  earn  enticing  returns. 
The  gap  between  the  traders’  investment 
returns  and  their  funding  costs  can  reach 
ten  percentage  points.  And  that  is  before 
fraud  enters  the  picture.  By  obtaining 
letters  of  credit  from  different  banks  to 
buy  the  same  copper  again  and  again, 
traders  amplify  their  returns. 

The  crucial  ingredient  in  this  deceit  is 
a  receipt  of  ownership  issued  by  the 
warehouse  where  the  metal  sits.  The  21st 
Century  Business  Herald,  a  Chinese  news¬ 
paper,  said  receipts  tied  to  the  same  stash 
of  metal  had  been  issued  ten  times. 

Financial  alchemy  of  this  kind  is 
common  on  the  margins  of  China’s 
banking  system.  But  in  this  case,  it  comes 
with  global  connections.  First,  there  is 
China’s  demand  for  commodities.  The 
Qingdao  investigation  will  make  banks 
more  reluctant  to  grant  letters  of  credit, 
even  when  legitimate,  hampering  im¬ 
ports  and  so  weighing  on  prices.  Second, 
foreign  banks  have  been  big  issuers  of 
letters  of  credit  to  Chinese  metals  traders. 
Goldman  Sachs  estimates  that  commod¬ 
ity-backed  deals  account  for  as  much  as 
$160  billion,  or  about  30%,  of  China’s 
short-term  foreign-exchange  borrowing. 
Only  a  tiny  sliver  of  that  is  believed  to  be 
at  risk  in  Qingdao,  but  foreign  creditors 
may  become  more  skittish.  Call  it  collat¬ 
eral  damage. 


America.  Other  ventures,  for  example  in 
areas  where  customers  are  twitchy  dealing 
with  startups,  such  as  outsourcing,  benefit 
from  the  gravitas  bestowed  by  Warburg 
Pincus’s  48-year  heritage,  170  staff  and  $37 
billion  in  assets  under  management. 

Others  have  tried  their  hand  at  the 
building-from-scratch  model,  particularly 
in  oil  and  gas,  but  it  is  tricky  to  replicate. 
One  of  the  specificities  of  Warburg  Pincus 
is  that  its  other  investments  range  from 
venture-capital  minnows  to  conventional 
leveraged  buy-outs,  so  it  can  support  new 
companies  both  before  and  after  they  have 
grown.  It  was  also  among  the  earliest  to 
spread  its  footprint  beyond  America  and 
Europe,  notably  to  India,  where  it  is  one  of 
the  best-established  private-equity  firms. 


Backing  entrepreneurs  has  its  complica¬ 
tions.  The  new  ventures  typically  cannot 
be  loaded  up  with  debt,  a  common  source 
of  profits  for  buy-outs,  made  all  the  more 
alluring  by  the  heaps  of  cheap  money 
available  nowadays.  Execution  is  trickier: 
growing  firms  are  by  their  very  nature  un¬ 
stable.  And  the  companies  need  to  be  nur¬ 
tured  for  longer  than  a  typical  buy-out, 
which  can  depress  annual  returns  even  if 
profits  are  greater  in  the  end. 

The  biggest  risk,  says  Chip  Kaye,  who 
alongside  Joe  Landy  has  led  the  firm  since 
2000,  is  that  either  the  investment  thesis 
ends  up  being  wrong,  or  that  it  is  right,  but 
hard  to  act  on.  “We  have  a  habit  of  know¬ 
ing  what  we  want  to  invest  in  before  it 
shows  up,”  he  says.  ■ 
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The  ownership  of  Italian  firms 

Untangled 


MILAN 

Control  of  corporate  Italy  is  changing 
hands 

EDIOBANCA  was  founded  in  1946 
with  an  explicit  mission  to  rebuild 
Italian  industry  in  the  aftermath  of  the  sec¬ 
ond  world  war.  The  result  was  a  web  of 
cross-shareholdings  and  pacts  among  big 
shareholders,  with  the  Milanese  invest¬ 
ment  bank  at  its  centre,  which  allowed  a 
narrow  elite  to  control  many  of  the  coun¬ 
try’s  biggest  businesses  for  decades.  So  the 
announcement  last  year  that  Mediobanca 
would  exit  these  pacts  and  focus  on  its  core 
business  constituted  a  dramatic  reversal. 
What  with  a  similar  move  by  Generali,  Ita¬ 
ly’s  biggest  insurer,  the  web  is  beginning  to 
look  a  little  tattered  (see  chart). 

Mediobanca  has  sold  €8oom  ($1.1  bil¬ 
lion)  of  equities  over  the  past  nine  months, 
half  of  its  three-year  goal.  Both  it  and  Gen¬ 
erali  say  they  will  exit  the  pact  that  controls 
Telecom  Italia  this  month,  and  eventually 
sell  their  shares.  Privatisation  is  also  chang¬ 
ing  things.  The  government  is  selling  part 
of  Fincantieri,  one  of  Europe’s  biggest  ship¬ 
builders,  this  month;  Poste  Italiane,  the 
postal  service,  will  probably  be  next.  Many 
privately  held  firms  plan  offerings  too,  led 
by  Cerved,  a  big  data-services  company. 
Commentators  are  hailing  the  emergence 
of  the  Italian  “public  company”,  as  control¬ 
ling  cliques  retreat  and  foreign  and  institu¬ 
tional  investors  gain  more  clout. 

Since  2010  the  share  of  listed  Italian 
banks  held  by  once-controlling  founda¬ 
tions  has  dropped  slightly,  while  the  free 
float  has  risen  from  70%  to  77%.  Of  the  lat¬ 
ter  category,  institutional  investors  with 


sizeable  stakes  almost  doubled  to  11.3%. 
Foreigners  are  a  growing  presence:  in  the 
past  16  months  they  invested  €18  billion  in 
Italy-€5  billion  in  the  first  four  months  of 
2014  alone.  The  two  biggest  shareholders 
of  Monte  dei  Paschi  di  Siena,  a  struggling 
bank  which  until  recently  was  one-third- 
owned  by  a  local  foundation,  are  a  Mexi¬ 
can  asset-manager  and  a  French  insurer. 
BlackRock,  an  American  asset-manage¬ 
ment  colossus,  is  the  main  shareholder  of 
UniCredit,  Italy’s  biggest  bank;  it  has  dou¬ 
bled  its  investments  in  the  country  over 
the  past  year  and  is  now  Italy’s  biggest 
shareholder  after  the  government. 

The  shift  seems  already  to  be  affecting 
corporate  governance.  Attendance  and 
participation  at  shareholder  meetings 
have  increased.  The  recent  vote  on  a 
poorly  drafted  ethics  clause  put  forward  by 
the  government  at  various  partly  state- 
owned  firms  illustrates  the  difference  such 
shareholders  make.  At  Eni,  Finmeccanica 
and  Terna,  which  have  lots  of  institutional 
shareholders,  the  clause,  which  seemed  to 
muddy  the  treatment  of  managers  charged 
with  financial  crimes,  was  voted  down. 
However  at  Enel,  the  former  electricity  mo¬ 
nopoly,  which  has  fewer  institutional  in¬ 
vestors,  it  was  approved. 

There  are  also  stirrings  at  the  smaller 
family-run  firms  which  account  for  66%  of 
Italian  businesses.  The  Italian  stock  ex¬ 
change  has  launched  a  programme  to  help 
such  firms  prepare  for  an  eventual  listing; 
interest  has  been  high.  Many  family  firms 
are  managed  by  successful  but  ageing  en¬ 
trepreneurs  whose  offspring  have  little  in¬ 
terest  in  taking  over.  Others  need  capital 
and  outside  expertise  to  grow  and  go 
abroad.  Private-equity  investment  is  also 
rising,  albeit  from  a  meagre  base.  Mean¬ 
while,  Mediobanca’s  shareholders  are 
changing  too:  the  stake  of  participants  in 
the  pact  that  once  controlled  the  firm  has 
fallen  from  55%  in  2004  to  30%  today.  ■ 


Energy  subsidies 

Price  squeeze 


Popular  and  harmful,  energy  subsidies 
are  hard— but  not  impossible— to  kill 

CUTTING  energy  subsidies  is  difficult. 

Their  drawbacks  are  huge:  they  distort 
the  economy,  fuel  corruption,  bust  budgets 
and,  perversely,  benefit  the  rich,  as  big  us¬ 
ers  of  energy,  far  more  than  the  poor.  They 
suck  money  from  health  care  and  educa¬ 
tion.  Yet  ending  them  can  turn  poverty  to 
destitution-and  rage.  Rulers  in  Egypt,  In¬ 
donesia,  Nigeria  and  many  other  places 
know  that  to  their  cost. 

Nevertheless,  a  surprising  number  of 
countries  have  made  inroads.  A  study  by 
the  imf  last  year  of  28  reform  attempts 
found  that  12  were  fully  successful  and  an¬ 
other  n  partially  so. 

Outside  pressure  can  be  a  good  spur. 
Rising  oil  prices  make  costs  (or,  in  the  case 
of  petro-states,  opportunity  costs)  balloon. 
That  has  encouraged  many  countries  to 
start  shrinking  their  subsidies.  After  prod¬ 
ding  from  the  imf  and  under  threat  of  a 
credit-rating  downgrade,  Ghana  cut  subsi¬ 
dies  for  gasoline,  diesel  and  liquefied  pe¬ 
troleum  gas  last  year.  (In  14  of  the  28  cases 
in  the  imf  survey  countries  were  getting 
money  from  the  fund.) 

Public-information  campaigns  are  cru¬ 
cial.  Indonesia  sent  text  messages  explain¬ 
ing  the  new  policy.  The  Philippines  organ¬ 
ised  a  nationwide  road-show.  The 
Ugandan  authorities  persuaded  the  media 
that  replacing  subsidies  with  cash  pay¬ 
ments  would  help  the  poor. 

Depoliticising  the  issue  helps,  too.  Mo¬ 
rocco,  which  has  ended  petrol  and  fuel-oil 
subsidies  and  made  big  cuts  to  diesel  subsi¬ 
dies,  is  now  indexing  energy  prices  to  inter¬ 
national  benchmarks. 

India  highlights  another  element  of 
success:  phasing  out  subsidies  slowly.  The 
new  government  of  Narendra  Modi  is  con¬ 
tinuing  the  reforms  of  its  predecessor, 
which  began  reducing  the  diesel  subsidy 
(petrol  is  already  deregulated)  early  last 
year;  at  the  current  pace  it  will  disappear 
altogether  by  2016.  The  latest  half-rupee 
($0,008)  rise  came  as  planned,  on  June  1st. 
The  overall  cost  of  subsidies  should  drop 
from  about  1%  of  gdp  in  2013  to  less  than 
0.5%  in  2016  (though  much  of  that  may  be 
offset  by  the  rising  food  subsidies).  ■ 

Iran,  beset  by  sanctions  and  an  ailing 
economy,  is  steadily  cutting  too.  In  April  it 
raised  the  price  of  the  60  litres  of  subsi¬ 
dised  petrol  that  Iranians  are  entitled  to 
buy  each  month  from  4,000  rials  ($0.12)  to 
7,000  rials.  The  price  of  other  petrol  rose 
too.  A  compensation  programme  of 
monthly  cash  transfers,  of  455,000  rials,  ►► 


I  A  tattered  web 

Participation  in  pacts  of  shareholders  in  Italian  blue-chip  firms 


Source:  CONSOB  'November  2013 
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►  aims  to  soften  the  impact — though  it  has 
proved  hugely  costly  following  a  decision 
to  pay  everyone,  not  just  the  poor. 

Targeting  cash  transfers  works  better:  it 
featured  in  a  successful  electricity-price  re¬ 
form  in  Armenia.  Public-works  pro¬ 
grammes  and  expanding  other  pro¬ 
grammes  that  help  the  poor  (such  as 
public-transport  subsidies)  work  well  too. 

But  ultimately,  political  will  is  crucial. 
In  Indonesia,  though  the  current  president 
has  cut  subsidies  three  times  in  his  eight- 
year  tenure,  prompted  each  time  by  pres¬ 
sure  on  the  budget  and  current  account, 


4  4  •T'  HE  weather  is  like  the  govern- 
JL  ment,”  wrote  Jerome  K.  Jerome, 
“always  in  the  wrong.”  That  may  be  true 
for  those  trying  to  organise  a  picnic  or  a 
cricket  match,  but  when  it  comes  to  pre¬ 
dicting  the  performance  of  stockmarkets, 
weather  can  be  a  good  guide.  Economists 
have  long  known  that  sunshine  is  good 
for  stockmarkets,  perhaps  because  nice 
weather  makes  people  more  optimistic. 
New  research  suggests  that  cold  weather 
has  an  upside,  too.* 

Ming  Dong  and  Andreanne  Tremblay 
of  York  University  used  data  from  Thom¬ 
son  Reuters’s  global  equity  indices  to 
examine  the  effect  of  local  weather  on 
the  main  market  index  in  49  countries 
from  1973  to  2012.  They  found,  as  expect¬ 
ed,  that  warm  weather  sends  prices 
higher— although  when  it  gets  too  hot,  the 
relationship  breaks  down.  But  their  most 
striking  finding  was  that  thermometers 
and  investors  are  not  just  fair-weather 
friends:  very  cold  weather  is  also  associ¬ 
ated  with  higher  returns.  Why  that 
should  be  is  not  clear.  Mr  Dong  and  Ms 
Dremblay  surmise  that  cold  stimulates 
risk-taking,  referring  to  psychological 


they  still  outstrip  spending  on  health,  edu¬ 
cation  and  housing  combined.  They  long 
ago  turned  the  country,  a  big  oil  producer, 
into  an  energy  importer.  As  the  leading 
presidential  candidates,  Prabowo  Sub- 
ianto,  a  former  general,  and  Joko  Widodo 
(Jokowi),  the  governor  of  Jakarta,  debate 
how  to  get  the  country’s  stuttering  econ¬ 
omy  moving,  the  ballooning  subsidy  bill — 
this  year  a  likely  $24.5  billion-is  again  on 
the  agenda.  Jokowi’s  team  says  it  is  “con¬ 
sidering”  phasing  out  subsidies  over  four 
years  or  so.  By  local  standards,  that  counts 
as  high  political  courage. 


studies  in  which  participants  reported 
increased  aggression  as  temperatures 
dropped  below  -8°C  (ori7.6°F). 

The  authors  argue  that  there  are  for¬ 
tunes  to  be  made  from  the  daily  forecast. 
Based  on  the  weather  from  5am  to  9am 
near  the  national  stock  exchanges  in  an 
assortment  of  countries,  they  predicted 
how  each  market  index  would  perform 
on  that  day.  The  authors  then  took  a  long 
position  in  the  market  with  the  highest 
forecasted  return  and  a  short  position  in 
the  one  expected  to  do  worst.  Over  the 
past  few  decades,  they  reckon,  this  ap¬ 
proach  would  have  generated  an  annual 
return  of  up  to  25%. 

The  returns,  however,  vary  wildly 
over  time  and  by  place.  In  hot  countries, 
and  in  the  Americas  and  Asia,  the  strat¬ 
egy  would  have  made  no  money  at  all. 
Nor  did  Mr  Dong  and  Ms  Tremblay  ac¬ 
count  for  transaction  costs.  All  the  same, 
their  findings  may  bring  some  cheer  to 
the  long,  cold,  dark  N ordic  winters. 


*  "Does  the  weather  influence  global  stock  returns?", 
by  Ming  Dong  and  Andreanne  Tremblay,  SSRN  working 
paper.  May  30th  2014. 


Elsewhere,  progress  is  patchier.  In  Nige¬ 
ria  subsidies  cost  an  annual  $6  billion,  or 
around  20%  of  the  federal  budget.  Policy¬ 
makers  such  as  Ngozi  Okonjo-Iweala,  the 
finance  minister  and  a  former  World  Bank 
director,  agree  that  the  policy  is  wasteful, 
but  progress  is  scanty.  A  directive  in  2009 
by  the  president  of  the  day,  Umaru 
Yar’Adua,  ordered  kerosene  subsidies  to  be 
ended,  but  this  was  never  implemented.  A 
subsidy  cut  in  January  2012,  which  dou¬ 
bled  petrol  prices  overnight,  triggered  prot¬ 
ests  that  brought  the  country  to  a  standstill, 
until  the  government  backed  down.  Presi¬ 
dent  Goodluckjonathan  has  shown  no  ap¬ 
petite  to  reopen  the  issue,  even  though  a 
parliamentary  probe  has  uncovered  a 
huge  scam  based  on  subsidies  claimed  on 
billions  of  non-existent  litres  of  fuel. 

An  even  more  grievous  example  is 
Egypt,  which  combines  a  prodigious  subsi¬ 
dy  programme  for  its  85m  people  (petrol 
costs  less  than  the  cheapest  bottled  water) 
with  modest  hydrocarbon  reserves.  Subsi¬ 
dies  cost  over  $17  billion,  10-12%  of  gdp 
(education  accounts  for  under  4%). 

An  attempt  to  cut  food  subsidies  in  1977 
brought  riots  against  the  Anwar  Sadat  re¬ 
gime.  His  successor,  Hosni  Mubarak,  ig¬ 
nored  the  issue,  while  costs  rocketed.  Mu¬ 
hammad  Morsi,  during  his  brief  spell  in 
power,  flirted  with  a  fuel-subsidy  cut  as 
part  of  a  possible  imp  deal.  Abdel  Fattah  al- 
Sisi,  Egypt’s  new  president,  has  made  it 
clear  that  he  understands  the  need  to  cut 
subsidies  but  has  been  cautious  in  making 
promises.  His  proposals  so  far  are  flimsy: 
suggesting  that  foreigners  pay  higher  rates 
and  proposing  the  use  of  energy-efficient 
light  bulbs.  More  effective  might  be  to  re¬ 
move  subsidies  to  manufacturing  first. 

Marching  fastest  in  the  wrong  direction 
is  Brazil.  Dilma  Rousseff,  the  president, 
pledged  in  2012  to  slash  electricity  bills  by  a 
fifth,  offering  to  renew  the  concessions  of 
power  companies  that  co-operated.  That 
led  to  a  surge  in  demand,  just  as  hydro- 
power  generation  (which  produces  80%  of 
Brazil’s  electricity)  was  struggling  with  the 
worst  drought  in  40  years.  Filling  the  gap 
with  fossil  fuels  is  costly.  With  a  general 
election  looming  in  October  the  finance  ►► 

I  Burn  rate 

World  fossil-fuel  subsidies  and  oil  price 
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Investing  and  the  weather 


Jackpot  frost 

Cold  weather  and  stockmarket  returns  go  hand-in-hand 
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►  minister,  Guido  Mantega,  has  conceded 
that  on  top  of  9  billion  reais  ($3.9  billion)  so 
far  this  year,  another  12  billion  reais  would 
be  needed  to  prop  up  electricity  utilities,  to 
be  financed  in  part  by  private  banks.  The 
Brazilian  Centre  for  Infrastructure  believes 
the  government  will  end  up  paying  the 
whole  bill,  which  may  reach  50  billion 
reais  in  2014. 

Petrol  prices  in  Brazil  have  been  capped 
since  2006,  meaning  that  Petrobras,  the 


Umpqua  Bank 

Branching  out 


THE  counter  just  inside  the  entrance  to 
the  branch  of  Umpqua  Bank  offers  lo¬ 
cally  made  hand  cream  rather  than  deposit 
slips.  It  has  recently  been  used  to  peddle 
pottery,  bike  components  and  glasses 
frames,  among  other  local  products;  eager 
local  merchants  have  booked  up  the  stand 
for  the  next  year  and  a  half.  Much  of  the 
rest  of  the  branch  is  put  to  unusual  uses  as 
well,  including  art  exhibitions,  yoga  class¬ 
es  and  “stitch  and  bitch”  sessions  (group 
knitting).  At  another  branch  located  near 
an  old-persons’  home,  the  manager 
hooked  up  a  gaming  console  to  large  mon¬ 
itors  hanging  on  the  wall  to  create  a  popu¬ 
lar  virtual  bowling  league. 

Umpqua  Bank  has  364  branches  spread 
across  Washington,  Oregon,  California, 
Nevada  and  Utah,  and  it  intends  to  add 
more.  This  sort  of  expansion  runs  contrary 
to  accepted  wisdom,  which  holds  that 
cheap  competition  from  internet  banking 
is  killing  off  the  physical  sort.  To  the  extent 
that  branches  still  make  economic  sense, 
runs  the  general  view,  it  is  in  clumps  (for  ef¬ 
ficient  marketing),  filled  with  aggressive 
salespeople  pushing  ancillary  products. 

Perhaps  as  a  result,  few  customers 
warm  to  their  local  bank  branch.  Most  of¬ 
fer  similar  products  in  similarly  drab  sur¬ 
roundings.  Streets  crowded  with  them  are 
dull  during  the  day  and  dead  after  5pm. 
Visiting  them  is  tolerable  at  best  and  often 
tedious,  thanks  to  long  queues  and  tire¬ 
some  paperwork. 

Umpqua,  in  contrast,  is  trying  to  create 
outlets  that  neighbourhoods  will  welcome 
and  people  will  want  to  visit.  It  attempts  to 
make  even  the  most  mundane  transaction 
a  treat.  Tellers,  for  example,  hand  out  a 
chocolate  with  each  cash  withdrawal.  It 


Correction:  Our  article  on  World  Cup  sticker  alburns 
("Stickernomics",  May  31st)  said  that  the  average 
number  of  packs  of  stickers  a  collector  would  have  to 
purchase  to  complete  a  Panini  album  if  they  did  not 
swap  stickers  is  989.  In  fact,  it  is  899. 


partly  state-owned  oil  giant,  must  import 
petrol  and  diesel  to  sell  at  a  loss.  This  has 
cost  it  an  estimated  48  billion  reais  in  the 
past  three  years  alone,  according  to  Credit 
Suisse,  a  bank,  while  the  government  has 
lost  15  billion  reais  in  forgone  dividends.  Its 
stake  in  the  firm  has  shed  nearly  half  its 
value  since  2010.  To  put  the  cost  in  perspec¬ 
tive,  subsidised  energy  cost  Brazil  0.4%  of 
gdp  in  2013-about  the  same  as  the  World 
Cup,  but  a  lot  less  fun.  ■ 


goes  to  great  lengths  to  cut  the  time  and 
form-filling  involved  in  obtaining  a  mort- 
gage-typically  an  agonising  process. 
Prominently  displayed  at  every  branch  is  a 
phone  which  connects  directly  to  the  desk 
of  Ray  Davis,  the  bank’s  president.  If  he  is 
at  his  desk,  he  answers.  Typically,  he  says, 
the  caller  just  wants  to  know  if  the  line  is 
genuine. 

The  bank  prides  itself  on  doing  every¬ 
thing  differently.  Instead  of  sending  out 
junk  mail  offering  consumer  loans,  Ump¬ 
qua  employees  attached  small  flyers  to 
potted  plants  and  placed  them  on  1,700 
doorsteps  in  the  neighbourhood  they  were 
targeting.  Every  day  begins  with  a  “motiva¬ 
tional  moment”  (read  something  inspir¬ 
ing,  play  marshmallow  dodgeball  or  hold 
a  trivia  quiz;  do  not  refer  to  corporate 
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memos  or  procedures).  Phone  calls  are  an¬ 
swered  with  the  words  “Umpqua,  the 
world’s  greatest  bank”. 

Umpqua’s  most  unusual  trait,  however, 
may  be  its  growth.  In  the  early  1990s,  it  had 
only  six  branches.  Its  biggest  expansion 
came  in  April,  when  it  doubled  in  size  by 
acquiring  Sterling,  a  regional  rival.  Mr  Da¬ 
vis  believes  branches  are  vital  for  the 
cheap  funds  they  bring  in  through  deposits 
and  the  opportunity  they  provide  to  mar¬ 
ket  more  profitable  products  than  current 
accounts.  Such  cross-selling  is  easier  when 
customers  enjoy  visiting.  The  bank’s  ap¬ 
peal  also  allows  it  to  pay  a  little  less  interest 
than  the  norm  on  deposits,  and  charge  a  bit 
more  on  loans,  giving  it  high  lending  mar¬ 
gins.  Barclays  reckons  that  by  the  end  of 
next  year,  its  return  on  equity  will  be  14%, 
far  above  the  average. 

Umpqua’s  success  suggests  that  bank¬ 
ing  is  not  merely  about  hard  numbers.  But 
instilling  its  culture  at  Sterling,  a  bank  of 
equal  size,  and  sustaining  it  through  fur¬ 
ther  expansion  will  be  hard.  The  combina¬ 
tion  has  $22  billion  in  assets,  placing  it  at 
the  small  end  of  large.  Regulators  will  be¬ 
gin  paying  more  attention,  and  when 
Umpqua  passes  $50  billion  in  assets-not  a 
far-fetched  prospect-scrutiny  will  in¬ 
crease  exponentially.  Banks  subjected  to 
this  level  of  red  tape  describe  it  as  all-con¬ 
suming.  Regulators  often  treat  apparent 
strengths,  such  as  the  higher  interest  rates 
Umpqua  is  able  to  charge  borrowers,  as  in¬ 
herently  suspicious. 

Umpqua  has  shown  an  ability  to  de¬ 
light  customers  and  avoid  the  censure  that 
has  bedevilled  its  bigger  competitors.  Its 
rise  is  evidence  that  a  small  bank  can  in¬ 
deed  be  different.  It  must  now  prove  that  a 
large  one  can  be  as  well.  ■ 


Stretching  the  boundaries  of  banking  will  follow 
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Free  exchange  |  Wasted  potential 


Counting  the  long-term  costs  of  the  financial  crisis 
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Coming  up  short 

Loss  of  potential  economicoutput* 
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0  5  10  15  20 

Greece 
Ireland 
Spain 
Portugal 
Britain 
Italy 
Japan 
Canada 
Sweden 
France 
Netherlands 
United  States 
Germany 
Australia 

Sources:  NBER  Working  Papers:  L.M.  Ball, 
May  2014;  R.E.  Hall,  May  2014 


Decline  in  actual  US  outputt 

% 

Employment  &  hours  worked 
M  Labour-force  participation 
Capital  investment 
Productivity  Other 

15 


2007-10 


2007-13 


•Based  on  OECD  Economic  Outlook  Dec  2007 
and  May  2014  ^Relative  to  2000-09  trend 


THE  rich  world  is  at  long  last  clawing  its  way  from  the  eco¬ 
nomic  ditch  of  the  Great  Recession.  This  year  may  be  the  first 
since  2007  in  which  all  big  advanced  economies  manage  to  grow. 
In  May  employment  in  America  finally  surpassed  its  pre-crisis 
peak.  Later  this  year  British  output  should  regain  the  level  it 
reached  in  early  2008.  Yet  relative  to  what  was  expected  of  them 
pre-crisis,  rich  economies  are  limping  along,  producing  far  less 
than  once  seemed  possible  and  growing  more  slowly.  New  re¬ 
search  suggests  this  weakness  may  last. 

Since  early  in  the  recession  economists  fretted  that  it  might 
leave  permanent  scars.  A  long  slump  can  throttle  investment, 
leaving  economies  ill-equipped  to  grow  in  future.  Labour  mar¬ 
kets  can  succumb  to  “hysteresis”,  in  which  short-term  jobless¬ 
ness  leads  to  higher  long-run  unemployment  as  workers’  skills, 
motivation  and  connections  erode. 

As  the  Great  Recession  retreats  further  into  the  past  its  toll  be¬ 
comes  easier  to  assess.  A  new  working  paper  by  Laurence  Ball  of 
Johns  Hopkins  University  tots  up  its  costs  by  comparing  esti¬ 
mates  of  pre-  and  post-crisis  economic  potential  published  by  the 
Organisation  for  Economic  Co-operation  and  Development 
(oecd),  a  club  mainly  of  rich  countries.  Each  year  the  oecd  re¬ 
leases  an  economic  outlook  which  includes  estimates  of  mem¬ 
bers’  potential  economic  output:  the  highest  level  of  production 
each  economy  could  feasibly  sustain  without  igniting  inflation. 
This  is  calculated  based  on  long-run  trends  in  investment,  labour- 
force  growth  and  the  productivity  of  workers  and  capital;  more 
of  each  means  an  economy  boasts  a  greater  economic  capacity. 
Mr  Ball  extrapolates  the  trend  in  potential  from  2000  to  2009  for¬ 
ward  to  2015  and  compares  that  trend-line  with  the  oecd’s  most 
recent  published  figures,  released  in  May. 

A  Germany-sized  hole 

Before  the  crisis  some  economies  were  operating  a  bit  above  their 
true  potential,  thanks  to  unsustainable  credit  growth.  Yet  in  the 
tumult  that  followed,  the  rich  world  gave  back  that  ground  and 
much  more.  A  few  rich  countries,  like  Australia  and  Switzerland, 
came  through  the  past  seven  years  largely  unharmed.  Most  paid 
the  macroeconomic  equivalent  of  an  arm  or  a  leg  (see  chart  1).  As 
of  last  year  potential  output  was  4-7%  below  the  pre-crisis  trend  in 
America  and  n%  below  trend  in  Britain.  The  European  periphery 
has  fared  even  worse:  potential  output  in  Greece  is  about  30%  be¬ 
low  trend.  By  2015  the  weighted  average  loss  among  rich  coun¬ 


tries  as  a  whole  is  projected  to  reach  8.4%-as  if  the  entire  German 
economy  had  evaporated. 

In  many  rich  economies  the  drop  in  potential  output  is  almost 
as  large  as  the  fall  in  actual  output.  Were  France  to  fulfil  its  current 
potential,  gdp  would  be  2.7%  higher  than  at  present,  but  still  7.5% 
below  what  would  have  been  possible  were  it  not  for  the  crisis. 
The  figures  suggest  that  many  economies,  in  Europe  especially, 
have  suffered  structural  damage  that  can  be  fixed  only  with  am¬ 
bitious  reform  and  booming  investment-neither  of  which 
seems  to  be  on  the  horizon. 

In  rather  nasty  fashion,  the  slump  weakened  growth  through 
multiple  channels.  In  another  new  working  paper  Robert  Hall  of 
Stanford  University  dissects  America’s  “macroeconomic  disas¬ 
ter”  to  better  understand  its  elements.  From  the  end  of  2007  to 
2013,  American  output  fell  by  a  cumulative  13.3%  below  the  pre¬ 
crisis  trend,  with  most  of  that  shortfall-12.4  percentage  points’ 
worth-occurring  by  the  end  of  2010.  Yet  the  causes  of  underper¬ 
formance  have  shifted  over  time,  reflecting  a  condition  slipping 
from  the  acute  to  the  chronic. 

Mr  Hall  identifies  four  main  contributors  to  disappointing 
growth:  unemployment,  labour-force  participation,  capital  in¬ 
vestment  and  productivity.  Unemployment  mattered  most  be¬ 
tween  2007  and  2010,  when  the  acute  effects  of  the  recession 
were  most  severe.  Tumbling  employment  and  reduced  working 
hours  account  for  roughly  41%  of  the  decline  in  gdp  relative  to 
trend  in  that  period.  Yet  these  factors  became  less  important  over 
time;  through  2013,  they  were  responsible  for  only  22%  of  the 
shortfall  (see  chart  2). 

Conversely,  low  rates  of  labour-force  participation  contribut¬ 
ed  just  under  10%  to  the  shortfall  in  actual  gdp  through  2010,  but 
have  become  a  more  serious  drag  since  then.  About  a  third  of  the 
decline  in  participation  is  due  to  ageing,  Mr  Hall  reckons.  Al¬ 
though  part  of  the  rest  could  be  reversed  with  stronger  demand 
for  labour,  some  forms  of  hysteresis,  such  as  people  leaving  the 
workforce  to  claim  disability  benefits,  will  be  permanent  in  the 
absence  of  vigorous  reform. 

Investment  looms  largest  in  America’s  disappointing  recov¬ 
ery.  America’s  capital  stock  is  an  astounding  13%  below  its  pre-cri¬ 
sis  trend.  Housing  accounts  for  much  of  that,  and  Mr  Hall  reckons 
over-investment  pre-crisis  is  to  blame.  But  investment  in  plant, 
equipment  and  intellectual  property  has  also  fallen  short  of  the 
prior  trend.  That  is  thanks  largely  to  firms’  reluctance  to  take  on 
medium-term  risk,  by  making  investments  designed  to  pay  off 
over  a  decade. 

The  investment  shortfall  may  be  contributing  to  weak  produc¬ 
tivity  growth-the  fourth  culprit  behind  America’s  missing  gdp. 
Mr  Hall  cautions  that  the  data  are  too  thin  to  draw  a  direct  link  be¬ 
tween  the  recession  and  disappointing  productivity  growth.  But 
he  reckons  there  is  little  reason  to  expect  any  of  the  ground  lost  in 
recent  years  to  be  made  up,  in  the  absence  of  an  unexpected  tech¬ 
nology  bonanza. 

And  America  is  lucky:  its  potential  growth  rate,  henceforth,  is 
expected  to  perk  back  up  to  just  a  bit  below  the  pre-crisis  trend,  ac¬ 
cording  to  Mr  Ball’s  analysis.  Where  demography  and  productivi¬ 
ty  look  worse,  the  picture  is  far  more  grim.  The  rich  world  sur¬ 
vived  its  years  of  crisis,  but  will  long  be  marked  by  the  ordeal.  ■ 

Studies  cited  in  this  article  can  be  found  at  www.economist.com/potentiall4 
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Two  big  recent  scientific  results  are  looking  shaky-and  it  is  open  peer  review  on 
the  internet  that  has  been  doing  the  shaking 


When  science  gets  it  wrong 

Let  the  light  shine  in 


SCIENTISTS  make  much  of  the  fact  that 
their  work  is  scrutinised  anonymously 
by  some  of  their  peers  before  it  is  pub¬ 
lished.  This  “peer  review”  is  supposed  to 
spot  mistakes  and  thus  keep  the  whole 
process  honest.  The  peers  in  question, 
though,  are  necessarily  few  in  number,  are 
busy  with  their  own  work,  are  expected  to 
act  unpaid-and  are  often  the  rivals  of 
those  whose  work  they  are  scrutinising. 
And  so,  by  a  mixture  of  deliberation  and 
technological  pressure,  the  system  is  start¬ 
ing  to  change.  The  internet  means  anyone 
can  appoint  himself  a  peer  and  criticise 
work  that  has  entered  the  public  domain. 
And  two  recent  incidents  have  shown 
how  valuable  this  can  be. 

The  first  concerns  pluripotent  stem 
cells,  the  predecessors  of  every  other  body 
cell.  Pluripotent  cells  interest  doctors  and 
biologists,  who  hope  to  use  them  to  inves¬ 
tigate  diseases,  test  drugs  and,  eventually, 
regrow  patients’  damaged  body  parts. 

At  first,  such  cells  had  to  be  extracted 
from  embryos,  an  ethically  dodgy  process 
if  those  embryos  were  human.  Then  a  way 
of  making  them  from  skin  cells  was  invent¬ 
ed.  This,  though,  involves  fiddling  about 
with  proteins  called  transcription  factors, 
and  is  finicky.  So  when,  in  January,  Nature 
published  a  pair  of  papers  describing  a 
simpler  way  of  making  them,  people 
around  the  world  sat  up.  In  these  papers 
Haruko  Obokata  of  the  riken  Centre  for 


Developmental  Biology  in  Kobe,  Japan, 
and  her  team,  claimed  to  be  able  to  create 
pluripotent  cells  by  exposing  ordinary, 
non-stem  cells  to  weak  acids,  physical 
squeezing  and  some  bacterial  toxins. 

No  sooner  had  the  papers  been  pub¬ 
lished  than  doubts  emerged.  Others  tried 
to  replicate  Dr  Obokata’s  methods  and 
failed-and  made  their  findings  known  on 
the  web.  Other  blogs  and  websites  pub¬ 
lished  apparent  irregularities  in  diagrams 
and  pictures  in  the  papers,  and  pointed  out 
that  one  passage  seemed  to  have  been  cop¬ 
ied  verbatim  from  elsewhere. 

In  April  a  riken  committee  concluded 
that  Dr  Obokata  had  twice  manipulated 
her  data  in  an  intentionally  misleading 
fashion,  something  they  classed  as  re¬ 
search  misconduct.  The  more  light  that 
was  shone  on  the  papers,  the  weaker  the 
claims  became.  Although  Dr  Obokata  had 
defended  her  work,  her  co-authors  were 
divided  on  whether  formally  to  retract  the 
papers.  On  June  4th  she  reportedly  agreed 
to  withdraw  both  (although  as  The  Econo¬ 
mist  went  to  press  both  were  still  available, 
unchanged,  on  Nature’s  website). 

Shrinking  BICEPs 

The  second  claim  came  from  cosmology. 
On  March  17th  researchers  from  the  Har- 
vard-Smithsonian  Centre  for  Astrophysics, 
led  by  John  Kovac,  held  a  press  conference 
at  which  they  announced  that  they  had 


discovered  interesting  patterns  in  the  cos¬ 
mic  microwave  background,  a  type  of 
weak  radiation  left  over  from  the  uni¬ 
verse’s  earliest  moments.  They  said  they 
had  spotted  the  signatures  of  primordial 
gravitational  waves,  ripples  in  space 
formed  just  after  the  Big  Bang. 

Once  again,  it  was  big  news  (including 
in  The  Economist ).  The  existence  of  such 
waves  would  give  strong  support  for  the 
theory  of  inflation,  which  holds  that  the 
early  universe  underwent  a  brief  burst  of 
faster-than-light  expansion.  Inflation  was 
put  forward  in  the  1980s  by  theorists  as  a 
way  to  resolve  various  knotty  problems 
with  the  standard  theory  of  the  Big  Bang. 
But  although  it  is  widely  assumed  to  be 
true,  direct  evidence  that  it  happened  had 
been  lacking. 

Dr  Kovac  and  his  colleagues  made 
much  of  their  data  available  online  at  the 
time,  prompting  hundreds  of  physicists  to 
check  their  work.  Doubts  soon  surfaced. 
The  team’s  claim  to  have  spotted  the 
waves  relies  on  them  having  diligently 
scrubbed  out  every  possible  source  of  false 
positives.  But  doing  that  is  hard,  because 
the  most  likely  culprit-interstellar  dust-is 
poorly  understood.  Such  diligence  is  made 
doubly  difficult  by  the  fact  that,  although 
several  teams  are  hunting  for  primordial 
gravity  waves,  the  glory  of  being  the  first  to 
spot  them  means  none  is  willing  to  share 
its  data  with  the  others. 

The  various  online  arguments  culmi¬ 
nated  with  the  publication  of  an  online  pa¬ 
per  by  researchers  from  New  York  Univer¬ 
sity,  Princeton  University  and  the  Institute 
for  Advanced  Study  (also  in  Princeton). 
This  conclude  d  that  Dr  Kovac’s  data,  which 
came  from  an  Antarctic  telescope  called  bi¬ 
cep-2,  may  well  have  been  contaminated 
by  space  dust,  and  that  the  purported  grav¬ 
itational  waves  may  be  much  weaker  than  ►► 
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Maintaining  sewers 

It’s  a  gas 

It  is  possible  to  sniff  out  problems  in  sewer  pipes  before  they  happen 


ONE  of  the  hidden  glories  of  Victorian 
engineering  is  proper  drains.  Isolat¬ 
ing  a  city’s  effluent  and  shipping  it  away 
in  underground  sewers  has  probably 
saved  more  lives  than  any  medical  proce¬ 
dure  except  vaccination.  But  out  of  sight 
is  out  of  mind.  And  that,  together  with 
the  inherent  yuckiness  of  the  subject, 
means  that  many  old  sewers  have  been 
neglected  and  are  in  dire  need  of  repair.  If 
that  repair  does  not  come  in  time,  the 
result  is  noxious  and  potentially  hazard¬ 
ous.  All  this  neglect,  though,  makes  it 
hard  to  know  where  best  to  apply  the 
sticking-plasters.  So  Mark  Hernandez  of 
the  University  of  Colorado,  Boulder,  and 
his  team  have  been  looking  for  an  easily 
measurable  signal  that  something  is 
about  to  go  wrong. 

A  candidate,  Dr  Hernandez  suspected, 
is  hydrogen  sulphide.  This  is  one  of  the 
gases  that  make  sewage  stink.  Though 
not  itself  damaging  to  a  pipe’s  fabric,  it 
can  be  converted  by  certain  species  of 
bacteria  into  sulphuric  acid,  which  is. 
Pretty  well  all  sewage  smells  of  hydrogen 
sulphide,  though,  so  for  it  to  be  a  useful 
telltale  you  need  to  know  just  how  much 
is  a  sign  of  trouble.  Dr  Hernandez  and  his 
colleagues  therefore  collected  samples 
from  36  sewers  in  various  states  of  decay 
and  started  looking. 

One  of  their  interests  was  in  the  mix¬ 
ture  of  bacteria  found  in  pipes  in  different 
states  of  repair.  Rather  than  culturing 
these,  a  process  to  which  not  all  species 
are  amenable,  they  ran  them  through  a 
mass  dna  screening  that  shows  up 
everything  in  a  sample.  They  also  mea¬ 


sured  the  acidity  of  the  sewage  soaked 
into  the  pipe  wall  near  where  the  sample 
was  collected  and  recorded  the  concen¬ 
trations  in  the  air  there  of  hydrogen 
sulphide,  methane  (another  gas  pro¬ 
duced  by  bacteria)  and  carbon  dioxide 
(which  assists  the  transformation  of 
hydrogen  sulphide  into  sulphuric  acid). 

They  report  in  Environmental  Science 
&  Technology  that,  as  might  be  expected, 
the  acidity  of  the  concrete  in  the  most 
seriously  corroded  pipes  is  always  high 
(it  had  a  pH  of  around  one,  which  is 
about  that  of  battery  acid),  whereas  the 
pH  in  undamaged  pipes  is  around  sev- 
en-in  other  words,  neutral.  The  mix  of 
bacteria  also  varies.  Newer,  undamaged 
pipes  have  high  biodiversity;  often  hun¬ 
dreds  of  species.  Severely  damaged  pipes 
have  low  diversity;  often  ten  or  fewer 
species.  These  impoverished  ecosystems, 
moreover,  are  dominated  by  Acidithioba- 
cillus,  one  of  the  sorts  of  bug  that  turn 
hydrogen  sulphide  into  sulphuric  acid. 

Crucially  from  a  practical  point  of 
view,  Dr  Hernandez  found  that  the  gas¬ 
eous  signal  showing  something  amiss 
actually  has  two  components.  Hydrogen 
sulphide  levels  in  the  most  corroded 
pipes  were  above  100  parts  per  million¬ 
putting  a  number  on  what  was  previous¬ 
ly  just  a  reasonable  assumption  that 
more  hydrogen  sulphide  is  worse.  They 
also  had  high  carbon-dioxide  levels: 
above  1%  by  volume  compared  with 
0.03%  in  normal  air.  That  means  a  simple 
gas  analyser  can  sniff  out  trouble,  saving 
sewage  companies  money  and  everyone 
else  the  grief  of  broken  sewers. 


the  team  first  claimed-if  they  exist  at  all. 

No  one  is  accusing  Dr  Kovac  and  his  col¬ 
leagues  of  the  sort  of  sharp  practice  for 
which  Dr  Obokata  was  censured.  Instead, 
the  argument  is  about  whether  their  re¬ 
sults  were  really  solid  enough  to  justify  the 
rapturous  reception  they  were  given,  says 
Katherine  Mack,  an  astrophysicist  at  the 
University  of  Melbourne.  But  both  cases 
reflect  the  rise  of  open,  post-publication  re¬ 
view  on  Facebook  and  Twitter,  by  e-mail, 
on  blogs,  and  in  the  comments  sections  of 
websites  like  arXiv,  which  hosts  preprints 
of  papers  in  physics  and  mathematics.  As 
Paul  Knoepfler,  a  biologist  at  the  University 
of  California,  Davis,  whose  blog  was  used 
to  co-ordinate  the  efforts  of  those  trying  to 
replicate  Dr  Obokata’s  work,  puts  it,  “I  sus¬ 
pect  that  if  published  even  five  years  ago, 
the  [stem  cell]  papers’  serious  problems 
would  have  gone  unnoticed  for  far  longer.” 


The  bicep-2  results  are  an  extreme  ex¬ 
ample  of  this  trend.  They  were  announced 
without  having  first  been  published  in  a 
journal.  This  means  that  all  the  reviewing 
took  place  after  the  fact.  Doing  things  this 
way  makes  some  scientists  nervous,  espe¬ 
cially  when  the  subsequent  discussion 
throws  up  problems.  Blogs,  comment 
threads  and  Facebook  discussion  groups 
mean  that  some  of  the  debates  which  used 
to  happen  behind  closed  doors  now  take 
place  in  public,  where  anyone  can  watch. 

The  public,  however,  pay  for  most  of 
this  stuff.  That  open  peer  review  gives 
them  a  glimpse  into  the  reality  of  life  inside 
the  ivory  tower  is  probably  a  good  thing. 
Despite  the  activities  of  people  like  Dr 
Obokata,  science  is  one  of  the  most  trust¬ 
worthy  human  activities.  But  as  Ronald 
Reagan  put  it  in  a  different  context,  “Trust, 
but  verify.”  ■ 


Malaria  control 

X  marks  the  spot 


How  to  get  mosquitoes  to  breed 
themselves  to  death 

KILL  the  mosquito  and  you  kill  the  dis¬ 
ease.  That  is  the  usual  approach  to  con¬ 
trolling  malaria.  And  if  done  properly,  it 
works.  The  problem  is  that  the  insecticides 
employed  to  do  the  killing  destroy  lots  of 
other  things  as  well.  An  old  dream  of  those 
who  seek  to  eliminate  malaria  is  thus  a 
way  of  selectively  killing  only  what  trans¬ 
mits  the  parasite:  mosquitoes  of  the  genus 
Anopheles,  most  notably  Anopheles  gam- 
biae.  And  that,  more  or  less,  is  what  is  pro¬ 
posed  by  Nikolai  Windbichler  and  Andrea 
Crisanti  of  Imperial  College,  London,  in  a 
paper  in  Nature  Communications.  They 
think  they  have  worked  out  how  to  stop 
A.  gambiae  females  being  created  in  the 
first  place.  That  would  break  the  chain  of 
transmission  in  two  ways:  immediately, 
because  it  is  only  females  that  drink  blood 
and  so  pass  the  parasite  on;  and  in  the  lon¬ 
ger  term  because  without  females  a  popu¬ 
lation  cannot  reproduce. 

The  researchers’  trick  is  to  engineer  into 
the  mosquitoes  a  gene  for  a  protein  called  a 
homing  endonuclease.  These  genes  are  pe¬ 
culiar,  and  are  probably  a  type  of  genetic 
parasite.  They  cut  particular  sequences  of 
dna  in  a  way  that  damages  the  chromo¬ 
some  such  dna  is  found  in.  In  extreme 
cases,  that  destroys  the  chromosome.  (In 
less  extreme  cases,  the  process  of  repair  of¬ 
ten  copies  the  endonuclease  gene  into  the 
repair  site;  hence  the  name  “homing”,  and  ►► 
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►  also  the  suspicion  of  parasitism).  Dr  Wind- 
bichler  and  Dr  Crisanti  have  found  a  hom¬ 
ing  endonuclease  in  a  species  of  slime 
mould  that,  by  a  strange  coincidence,  cuts  a 
sequence  of  dna  found  repeatedly  in  the  x 
chromosome  of  Anopheles  gambiae,  de¬ 
stroying  the  chromosome  completely. 

Like  humans,  mosquitoes  with  two  x 
chromosomes  are  female  and  those  with 
an  x  and  a  y  are  males.  An  unfertilised  egg 
can  therefore  have  only  an  x  chromosome, 
but  a  sperm  cell  can  have  either.  It  is  thus 
the  sperm  that  determines  an  offspring’s 
sex.  By  transplanting  the  endonuclease 
gene  into  the  genomes  of  male  mosqui¬ 
toes,  and  arranging  for  it  to  be  active  only 
during  the  process  of  spermatogenesis  (so 
that  other  bodily  functions  are  unaffected), 
the  researchers  create  males  which  pro¬ 
duce  predominantly  “male”  sperm  cells — 
about  95%  of  them  carry  y  chromosomes. 
Many  of  these  will  also  carry  the  endonu¬ 
clease,  so  the  same  thing  will  happen  in 
the  next  generation.  The  upshot  is  that  a 
population  into  which  the  modified  males 
are  introduced  should  get  more  and  more 
male-dominated,  and  smaller  and  smaller. 

That  was  certainly  the  case  in  caged 
populations  the  researchers  experimented 
on.  Whether  it  will  happen  in  the  wild  will 
depend  on  whether  female  mosquitoes 
can  tell  the  difference  between  normal  and 
modified  males.  If  they  cannot,  then  re¬ 
leasing  a  bunch  of  modified  males  into  an 
area  might,  at  least  temporarily,  break  the 
chain  of  transmission. 

Eventually  natural  selection  will  find  a 
way  around  the  endonuclease,  and  the 
number  of  mosquitoes  will  return  to  nor¬ 
mal.  But  if  the  parasite  has  gone,  and  is  not 
reintroduced  from  elsewhere  (as  some¬ 
times  happened  in  places  made  malaria- 
free  using  insecticides),  then  a  malaria-free 
zone  will  have  been  created  without  much 
disruption  to  the  local  ecology.  ■ 


Asteroid  strikes 

Where  have  all 
the  craters  gone? 

Why  Earth’s  surface  is  less  pockmarked 
than  might  be  expected 

SOME  66m  years  ago  Earth  was  hit  by  a 
space  rock  reckoned  to  have  been  10km 
(six  miles)  across.  The  resulting  chaos  did 
for  the  dinosaurs  and  many  other  species, 
opening  the  way  for  the  age  of  mammals- 
and  ultimately  humans.  It  also  left  a  big 
hole  in  what  is  now  southern  Mexico.  That 
hole  is  one  of  only  three  known  of  similar 
dimensions  (the  other  two  are  Vredefort  in 
South  Africa  and  Sudbury  in  Canada). 
And  this  is  odd.  For,  during  the  billions  of 
years  that  Earth  has  had  a  solid  crust,  many 
more  than  three  big  asteroids  might  have 
been  expected  to  have  hit  it. 

That  thought  led  Brandon  Johnson  of 
the  Massachusetts  Institute  of  Technology 
and  Timothy  Bowling  of  Purdue  Universi¬ 
ty,  in  Indiana,  to  wonder  how  many  other 
craters  have  vanished,  either  by  erosion  or 
by  being  swallowed  into  Earth’s  interior  as 
its  crust  moves  around,  and  therefore 
whether  it  is  likely  that  some  have  sur¬ 
vived  and  been  overlooked.  They  have  just 
published  their  analysis  in  Geology. 

Earth’s  crust  formed  more  than  4  billion 
years  ago,  but  the  oldest  surviving  blocks 
of  it  large  enough  to  harbour  craters  date 
back  only  3.5  billion  years.  What  is  known 
of  the  sizes  and  orbits  of  modern  asteroids 
suggests  that,  if  things  have  not  changed 
over  the  aeons,  about  14  big  asteroids  (de¬ 
fined  as  having  a  diameter  of  more  than 
7.4km,  which  would  cause  a  crater  at  least 
85km  in  diameter)  should  hit  Earth  every 
billion  years.  That  means  49,  give  or  take 
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seven,  over  the  past  3.5  billion  years.  Such 
impacts  may  have  been  more  common  in 
the  past,  when  more  big  asteroids  were 
around.  Allowing  for  this,  Earth  would 
have  been  hit  by  113,  give  or  take  n,  of  them. 
Either  way,  a  lot  of  craters  are  missing. 

Dr  Johnson  and  Mr  Bowling  first  con¬ 
sidered  the  fate  of  craters  punched  into  the 
70%  of  the  planet’s  surface  made  of  ocean¬ 
ic  crust.  This  forms  as  magma  rises  at  mid¬ 
ocean  ridges.  It  then  solidifies  and  is 
pushed  outwards  until  it  slides  down  a 
trench  and  melts.  Its  average  age  is  a  mere 
65m  years  and  the  most  ancient  of  it  is 
280m  old-8%  of  the  age  of  the  oldest  con¬ 
tinental  crust.  Most  ocean-floor  craters, 
then,  will  have  vanished. 

Continental  crust,  being  lighter  than 
oceanic  crust,  does  not  sink  so  easily  back 
into  Earth’s  interior.  Nearly  half  of  what  is 
around  now-abouti5%  of  the  planet’s  sur¬ 
face  area-is  more  than  2  billion  years  old. 
But  continental  crust  is  subject  to  the 
weather.  Work  done  by  other  geologists 
suggests  it  takes  about  3  billion  years  for 
weathering  to  destroy  the  crater  created  by 
a  big  asteroid,  so  old  continental  craters  are 
likely  to  have  been  eroded  into  obscurity 
but  traces  of  younger  ones  should  remain. 
Vredefort  is  about  2  billion  years  old;  Sud¬ 
bury  l8  billion. 

When  Dr  Johnson  and  Mr  Bowling  put 
these  numbers  through  their  crater-surviv¬ 
al  model  they  found  that  if  the  impact  rate 
has  been  steady  through  the  ages  only 
eight,  give  or  take  three,  of  the  big  craters 
thus  formed  will  have  survived.  If  the  rate 
was  once  much  higher  the  figure  is  n,  again 
give  or  take  three.  Either  way,  the  two  re¬ 
searchers  suggest,  while  there  are  probably 
a  few  more  big  craters  lurking  in  the  crust, 
geologists  have  not  been  particularly  re¬ 
miss  in  failing  to  find  them.  Rather,  most  of 
Earth’s  astronomical  pockmarks  have  sim¬ 
ply  vanished.  ■ 


Who's  the  daddy? 

This  carbonised  film  was  once  a  fish— one 
of  the  most  ancient  known  to  science.  It  is 
called  Metaspriggina  walcotti  and  dates 
from  505m  years  ago,  the  middle  of  the 
Cambrian  period.  It,  and  about  100  others 
like  it,  were  collected  recently  from  the 
Burgess  Shale  in  British  Columbia  by 
Simon  Conway  Morris  of  Cambridge 
University  and  Jean-Bernard  Caron  of  the 
University  of  Toronto.  The  researchers 
describe  these  unusual  fish  in  a  paper  in 
Nature.  Metaspriggina  had  large  eyes 
(towards  the  left  in  the  photograph)  and, 
though  boneless  and  therefore  spineless, 
had  a  characteristic  structure  called  a 
notochord  running  along  its  back  to  stiffen 
it.  Backboned  animals,  too,  have  a 
notochord  when  they  are  embryos,  though 
it  disappears  during  development. 
Metaspriggina  or  one  of  its  contemporaries 
was  thus  ancestral  to  mankind. 
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Golf  in  China 

Birdies,  bribes  and  bulldozers 


What  the  rise  of  golf  says  about  economic  change  in  the  Middle  Kingdom 


ZHOU  XUNSHU  came  from  a  village  so 
poor  that  the  grown-ups  tore  down  his 
primary  school  for  the  bricks.  They  did  not 
know  much  about  book-learning,  but  they 
knew  good  building  materials  when  they 
saw  them.  As  an  adult  Mr  Zhou  took  a  job 
as  a  security  guard  at  a  golf  course  in 
Guangzhou,  though  he  had  no  idea  what 
golf  was.  It  was  while  standing  guard  that 
he  learned  about  the  game.  He  watched 
the  players  through  his  binoculars,  observ¬ 
ing  their  strategies,  squinting  to  make  out 
the  numbers  on  their  shiny  clubs.  He 
wished  he  could  afford  to  play,  too. 

One  day  Mr  Zhou’s  bosses  were  testing 
some  new  drivers.  “Can  I  have  a  try?”  he 
piped  up.  People  laughed  at  him— a  securi¬ 
ty  guard  wants  to  put  his  rough  hands  on  a 
club  that  would  cost  three  months’  salary! 
But  someone  let  him  have  a  go  and,  to 
gasps  of  disbelief,  he  smashed  the  ball  over 
the  hill  at  the  end  of  the  driving  range- 
dead  straight.  Mr  Zhou  was  hooked. 

Dan  Washburn,  a  journalist  who  lived 
in  China  for  a  decade,  uses  golf  as  a  barom¬ 
eter  of  change.  Under  Mao  Zedong  the 
sport  was  banned,  like  so  many  things  that 
were  decadent  and  fun.  When  the  country 
began  to  open  up  under  Deng  Xiaoping,  a 
few  golf  courses  were  allowed,  to  entertain 
foreign  investors.  As  China  grew  richer, 
more  and  more  locals  wanted  to  try  the 
sport.  Suddenly  more  golf  courses  were 
being  built  in  China  than  anywhere  else, 
despite  the  fact  that  their  construction  was 


The  Forbidden  Game:  Golf  and  the 
Chinese  Dream.  By  Dan  Washburn. 
Oneworld;  316  pages;  $ 18.99  and  £12.99 

technically  illegal. 

For  Mr  Washburn  golf  is  symbolic  not 
only  of  China’s  economic  rise  but  also  of 
“the  less  glamorous  realities  of  a  nation’s 
awkward  and  arduous  evolution  from  de¬ 
veloping  to  developed:  corruption,  envi¬ 
ronmental  neglect,  disputes  over  rural 
land  rights  and  an  ever-widening  gap  be¬ 
tween  rich  and  poor”. 

He  tackles  these  great  themes  indirectly, 
by  interweaving  the  stories  of  three  men 
whose  lives  were  affected  by  the  golf 
boom.  One  is  Mr  Zhou,  whose  rise  from 
peasant  to  professional  golfer  is,  as  Mr 
Washburn  puts  it,  “the  stuff  of  movies”. 
Hugely  talented  but  utterly  skint,  Mr  Zhou 
struggled  for  years  to  make  a  living  playing 
a  rich  man’s  game.  He  travelled  to  tourna¬ 
ments  on  slow  trains  because  he  could  not 
afford  to  fly  and  slept  in  sordid  flophouses 
miles  from  the  courses. 

When  he  earned  enough  to  buy  a  flat  in 
Chongqing,  he  urged  his  parents  to  come 
and  live  with  him.  They  would  be  able  to 
rest  after  6o  years  sweating  in  the  fields,  he 
said.  Finally  they  agreed,  and  came  and 
filled  his  flat  with  live  roosters.  But  they 
were  homesick  for  their  dirty  village.  As 
soon  as  their  son  flew  away  for  a  tourna¬ 
ment,  they  went  home  to  their  friends  and 


their  corn.  Anecdotes  like  this  bring  China 
to  life  in  a  way  that  outlandish-but-true  sta¬ 
tistics-some  250m  peasants  have  moved 
to  Chinese  cities-cannot. 

The  book’s  other  main  characters  are 
Martin  Moore,  an  American  who  builds 
golf  courses,  and  Wang  Libo,  a  lychee  farm¬ 
er  whose  land  is  bulldozed  to  make  way 
for  one.  Both  tales  are  as  gripping  as  they 
are  revealing. 

Mr  Moore,  a  laid-back,  outdoorsy 
southerner,  knew  nothing  about  China  be¬ 
fore  he  accepted  a  job  in  the  remote  city  of 
Kunming.  But  he  soon  realised  that  he  was 
not  in  Florida  any  more.  The  local  mayor 
insisted  that  he  join  him  for  a  booze-up 
and  a  public  execution.  Mr  Moore  watched 
drunkenly  as  two  drug-smugglers  were 
placed  on  a  stool  and  shot.  He  couldn’t  re¬ 
fuse  this  grisly  hospitality  because  golf- 
course-developers  cannot  operate  without 
friends  in  government. 

The  tycoons  Mr  Moore  worked  for  were 
as  ambitious  as  they  were  tough.  One 
course  was  never  enough-they  wanted 
ten,  or  even  36.  They  wanted  the  biggest 
and  most  opulent  golf  resorts  in  the  world, 
and  they  wanted  them  built  “faster,  faster, 
FASTER”.  Every  step  required  bribes  for  of¬ 
ficials  to  look  the  other  way.  When  the  cen¬ 
tral  government  cracked  down,  Mr 
Moore’s  workers  had  to  fill  in  bunkers  and 
pretend  that  the  project  was  something 
other  than  a  golf  course. 

Many  new  courses  appeared  to  make 
no  economic  sense— the  owners  couldn’t 
plausibly  recoup  their  costs  by  charging 
green  fees.  Mr  Washburn  explains  that  golf 
was  often  a  marketing  tool  to  sell  luxury 
villas  nearby.  Many  Chinese  officials  have 
heaps  of  cash  and  no  easy  way  to  invest  it, 
especially  if  it  has  been  illicitly  earned. 
Buying  property  is  considered  both  presti¬ 
gious  and  a  safe  investment,  even  though 
China’s  property  market  swings  more  ►► 
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►  wildly  than  a  drunk  golfer. 

The  victims  of  China’s  golf  boom  are 
the  same  people  who  suffer  from  other 
mega-developments:  the  peasants.  When 
well-connected  developers  bulldoze  vil¬ 
lages,  the  inhabitants  are  compensated, 
but  they  do  not  get  a  choice.  Mr  Washburn 
describes  peasants  who  rioted  after  receiv¬ 
ing  barely  a  tenth  of  the  payout  to  which 
they  were  entitled.  Their  protest  earned 
them  only  tear  gas  andjail. 

That  said,  Chinese  peasants  are  hardly 
passive  in  the  face  of  injustice.  Of  the 
187,000  mass  protests  that  the  Chinese  gov¬ 
ernment  admits  occurred  in  2010,  two- 
thirds  were  over  land  grabs.  Some  villagers 
use  trickery  to  boost  their  compensation— 
when  rumours  spread  that  a  new  golf 
course  is  to  be  built,  phoney  graves  sud¬ 
denly  pop  up  on  the  site,  since  developers 
must  pay  for  each  one  they  move. 

Mr  Wang  fared  better  than  many.  Realis¬ 
ing  that  he  could  not  fight  the  Communist 
Party,  he  took  the  cash  for  his  land  and 
opened  a  shop  to  sell  cigarettes  and  drinks 
to  the  construction  workers  building  a  golf 
resort.  “Everything  is  possible”,  he  tells  Mr 
Washburn,  “if  you  have  money.”  ■ 


Stefan  Zweig 

Song  of  exile 


The  Impossible  Exile:  Stefan  Zweig  at  the 

End  of  the  World.  By  George  Prochnik.  Other 
Press;  390  pages;  $27.95 

KNOWN  today  as  the  inspiration  behind 
Wes  Anderson’s  film,  “The  Grand  Bu¬ 
dapest  Hotel”,  Stefan  Zweig  was  one  of  the 
most  popular  writers  of  his  day.  His  biogra¬ 
phies  of  Marie  Antoinette,  Erasmus  and 
Mary  Stuart,  all  published  in  the  early 
1930s,  were  acute  studies  of  doomed  pro¬ 
tagonists;  his  novellas  sharp  parables  for 
his  own  dark  times. 

Zweig  was  raised  in  the  glamour  of  fin- 
de-siecle  Vienna  and  became  part  of  the 
cultural  ferment  that  produced  Gustav 
Mahler  and  Gustav  Klimt.  But  behind  the 
Jugendstil  facade,  Zweig’s  Vienna  was  also 
the  place  where  another  young  man  eight 
years  his  junior  was  rejected  from  the 
Academy  of  Fine  Arts  and  began  to  ponder 
the  programme  of  racist  terror  that  he 
would  inflict  on  continental  Europe  a  gen¬ 
eration  later. 

Partly  as  a  result  of  Hitler’s  campaigns 
in  the  wake  of  the  Great  Depression,  by  the 
mid-i930s  the  cosmopolitan  Europe  that 
Zweig  had  known-in  the  coffee  houses  of 
Vienna,  the  salons  of  Paris  and  the  cabarets 
of  Berlin-had  shrunk  into  a  draughtboard 
of  warring  nation-states.  Zweig,  the  con¬ 
summate  European  who  had  once  been  at 


American  fiction 

Lost  in  the  woods 


Fourth  of  July  Creek.  By  Smith  Henderson. 
Ecco;  466  pages;  $26.99.  Published  in 
Britain  by  William  Heinemann;  £16.99 

FEW  writers  can  claim  to  have  reached 
as  large  an  audience  as  Smith  Hen¬ 
derson,  whose  best-known  work  to  date, 
a  popular  Chrysler  advert  starring  Clint 
Eastwood,  was  seen  by  millions  during 
the  2012  Super  Bowl.  The  copy  writer- 
cum-author  must  settle  for  a  first  printing 
of  100,000  copies-a  large  run-of  his 
debut  novel,  “Fourth  of  July  Creek”. 

Mr  Henderson’s  book  started  as  two 
manuscripts:  one  about  a  flawed  social 
worker,  the  other  about  a  paranoid  sur- 
vivalist.  But  as  the  author  struggled  with 
each,  he  decided  that  these  seemingly 
incompatible  characters  should  meet 
and  interact.  The  result  is  an  intense, 
mesmerising  book  that  uses  this  surpris¬ 
ingly  intimate  relationship  to  explore 
grand  themes  about  American  culture. 

The  social  worker,  Pete  Snow,  helps 
troubled  children  in  and  around  Tenmile, 
a  fictional  town  in  Montana.  So  when  a 
mysterious  and  malnourished  boy  walks 
out  of  the  wilderness,  the  authorities  call 
Snow.  The  boy  leads  him  to  his  father, 
Jeremiah  Pearl,  a  God-fearing  anarchist 
living  deep  in  the  woods  with  a  wife  and 
other  children  that  have  not  been  seen 
for  some  time.  Pearl  trusts  no  one,  but  he 
comes  to  see  Snow  as  instrumental  to 
God’s  final  plans. 

Pearl’s  madness  is  merely  one  shade 
of  dysfunction  in  this  troubling  tale. 
Snow’s  own  family  life  is  falling  apart.  He 
has  abandoned  a  cheating  wife  and  a 
teenage  daughter,  called  Rachel.  Now 
Rachel  has  run  off  and  fallen  into  a  life  of 
drugs  and  prostitution.  Snow  searches 
for  her  with  a  desperation  fuelled  by 


guilt.  “I  take  kids  away  from  people  like 
us,”  he  drunkenly  tells  his  wife. 

Snow  and  Pearl  are  both  lost,  in  their 
own  fashion,  as  are  most  of  the  well- 
drawn  characters  in  this  difficult  book. 
The  most  pitiable  is  Snow’s  new  girl¬ 
friend,  Mary,  who  has  been  the  victim  of 
awful  abuse.  Mary’s  coping  mechanism 
allows  her  to  keep  her  sanity,  though 
perhaps  not  Snow,  who  is  exposed  and 
transformed  by  each  encounter  with 
these  tragic  figures. 

At  the  same  time  as  Rachel  is  evading 
her  father,  Pearl’s  political  beliefs  attract 
the  attention  of  federal  agents.  Snow  is 
drawn  into  a  manhunt  that  gradually 
reveals  what  has  happened  to  the  rest  of 
Pearl’s  family.  The  details  are  both  devas¬ 
tating  and  inspiring.  The  two  men,  it 
turns  out,  are  wrestling  with  similar 
demons.  From  their  despair  emerges 
something  reassuring:  a  feeling  of  com¬ 
monality  and  a  modest  sense  of  hope. 


home  everywhere,  suddenly  found  him¬ 
self  safe  nowhere.  As  a  pacifist,  Jewish  in¬ 
tellectual,  his  books  were  burned  in  Berlin 
in  1933,  and,  like  millions  of  others,  he  was 
driven  into  an  exile  that  took  him  to  Lon¬ 
don,  New  York  and,  finally,  Brazil,  where  he 
committed  suicide  in  February  1942.  He 
died  not  so  much  a  man  without  a  country 
as  a  man  without  a  world. 

Subtle,  prodigiously  researched  and  en- 
duringly  human  throughout,  “The  Impos¬ 
sible  Exile”  is  a  portrait  of  a  man  and  of  his 
endless  flight.  George  Prochnik  sets  about 
excavating  Zweig’s  sensibility  and  psychol¬ 
ogy  as  the  celebrated  writer  tried-and 
failed-to  endure  the  greatest  upheaval  his 
native  Europe  had  ever  known.  “The  Im¬ 


possible  Exile”  is  thus  a  Zweigean  portrait 
of  Zweig,  who  turns  out  to  be  as  idealistic 
as  Erasmus,  as  helpless  as  Mary  Stuart  and 
as  delusional  as  Marie  Antoinette. 

Illusions  stubbornly  maintained  were 
the  essence  of  Zweig’s  ultimate  tragedy. 
“All  his  life,”  writes  Mr  Prochnik,  “Zweig 
had  venerated  two  things:  the  dream  of 
human  unity  on  earth  and  the  capacity  of 
art  to  induce  a  sense  of  earthly  transcen-  ■ 
dence-all  woes  and  petty  factionalism 
sublimated  in  aesthetic  rapture.”  Even 
after  1933,  Zweig  was  still  certain  that  the 
German  veneration  of  Bildung,  or  “self  cul¬ 
tivation”,  would  make  it  impossible  for  a 
“beer-hall  agitator”  to  appeal  to  the  educat¬ 
ed  ranks  of  German  society,  arguing  in-  ►► 
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►  stead  that  the  surest  way  to  fight  Nazi  bru¬ 
tality  was  for  artists  to  showcase  the 
strength  of  the  country’s  cultural  heritage. 
“We  must  never  permit  ourselves  to  de¬ 
scend  to  the  intellectual  level  of  our  oppo¬ 
nents,”  he  wrote. 

But  perhaps  the  most  poignant  of 
Zweig’s  illusions  was  his  ideal  of  a  univer¬ 
sal  European  citizenship.  Before  the  sec¬ 
ond  world  war  Zweig  had  been  at  ease  in  a 
host  of  different  identities:  he  was  Austri¬ 
an,  a  curator  of  the  German  language,  a 
Jew,  a  European  and  a  cosmopolitan— a 
true  citizen  of  the  world.  In  the  end,  he  was 
reduced  to  a  life  of  visas  and  passports,  im¬ 
prisoned  in  a  singular  identity,  that  of  the 
Jewish  refugee.  As  Mr  Prochnik  elegantly 
shows,  Zweig’s  exile  was  technically  an  ex¬ 
ile  from  Europe,  but  his  “impossible  exile” 
was  an  exile  from  himself.  ■ 


Delphi 

Fortune-told 


Delphi:  A  History  of  the  Centre  of  the 
Ancient  World.  By  Michael  Scott.  Princeton 
University  Press;  422  pages;  $ 29.95  and  £19.95 

WITH  its  setting  at  the  foot  of  Mount 
Parnassus,  and  reputation  as  the 
sanctuary  of  Apollo,  Delphi  has  long  been 
one  of  the  most  attractive  and  fascinating 
sites  in  ancient  Greece.  It  is  most  famous 
for  being  home  to  the  Pythian  oracle,  a  suc¬ 
cession  of  priestesses  whose  pronounce¬ 
ments  were  treated  with  great  respect. 
These  were  often  couched  in  ambiguous 
terms  so  that  the  consultant  could  not  com¬ 
plain  if  things  went  wrong.  The  best- 
known  case  is  that  of  the  fabulously 
wealthy  Croesus,  king  of  Lydia:  he  asked  in 
547BC  whether  he  should  invade  the  Per¬ 
sians  and  was  told  that  if  he  crossed  the 
River  Halys  he  would  destroy  a  great  em¬ 


pire.  Croesus  took  this  as  an  encourage¬ 
ment  to  attack  King  Cyrus;  unfortunately, 
the  empire  that  was  crushed  was  his  own. 

But  the  oracle  was  not  just  a  “fortune¬ 
telling  service”  that  provided  “a  quick  an¬ 
swer  to  a  straightforward  question”,  ar¬ 
gues  Michael  Scott  of  the  University  of 
Warwick.  It  was  more  of  a  management 
consultant  that  helped  individuals  and 
communities  to  take  decisions.  (Mr  Scott 
takes  issue  with  those  who  would  see  it  as 
a  precursor  of  the  United  Nations.)  Its  suc¬ 
cess  is  illustrated  by  the  way  that  it  flour¬ 
ished  for  more  than  1,000  years,  from  the 
eighth  century  bc  until  after  the  coming  of 
Christianity  and  the  collapse  of  Rome,  es¬ 
tablishing  itself  as  the  “common  hearth  of 
Greece,  the  origin  of  its  fire,  the  centre  of  its 
world”.  Different  states  controlled  it  at  dif¬ 
ferent  times,  but  with  great  skill  it  survived 
the  conflicts— the  invasions  of  the  Persians 
and  Gauls,  the  Peloponnesian  wars,  its 
own  sacred  wars,  the  rise  of  Macedon  and 
then  Rome.  And  it  benefited  from  them 
when  the  winners  commemorated  their 
victories  with  gifts  and  ever  more  elabo¬ 
rate  monuments  and  buildings. 

A  variety  of  activities  took  place  at  Del¬ 
phi,  notably  the  Pythian  games.  There 
were  athletic  competitions  and  others  in 
music,  painting,  dance  and  mime.  Again, 
winners  would  reward  their  hosts  with 
gifts,  and  a  list  of  their  names  was  dis¬ 
played  in  the  sanctuary.  That  egregious 
competitor,  the  emperor  Nero,  took  part 
and,  inevitably,  won.  Later,  in  a  fury  at  an 
oracular  pronouncement,  he  tried  “to 
block  the  mouth  of  the  cave  (from  which 
vapours  emerged  to  inspire  the  Pythia) 
with  the  bodies  of  slaughtered  men”.  Also 
displayed,  on  the  temple  of  Apollo,  from 
the  fifth  century  bc,  were  the  maxims, 
“Know  thyself”  and  “Nothing  in  excess”, 
the  latter  somewhat  ironic  as,  with  its  dedi¬ 
cations,  reliefs  and  statues,  the  religious 
complex  was  nothing  if  not  excessive. 

Although  the  heyday  of  Delphi  coincid¬ 
ed  with  that  of  ancient  Greece,  it  survived 
remarkably  well  after  being  subsumed 


into  the  Roman  empire.  Emperors  Augus¬ 
tus,  Hadrian  and  Julian  paid  tribute,  and 
the  site  flourished  until  the  rise  of  Chris¬ 
tianity,  the  collapse  of  the  empire  and  the 
barbarian  invasions  led  to  its  decline.  Its 
reputation  lingered,  but  physically  it  disap¬ 
peared  under  and  into  the  village  of  Castri 
and  was  not  to  re-emerge  until  proper  exca¬ 
vation  began  in  the  late  19th  century. 

Mr  Scott  provides  a  full,  workmanlike 
account  of  Delphi-its  origins  and  history, 
its  relevance,  then  and  now.  But,  aiming  to 
appeal  to  both  the  general  reader  and  the 
specialist,  he  runs  the  risk  of  being  too  de¬ 
tailed  for  the  one  and  insufficiently  schol¬ 
arly  for  the  other.  He  concludes  with  a  de¬ 
scription  of  the  excavation  of  Delphi’s 
many  layers,  and  provides  a  brief  guide  of 
the  site  and  the  museum.  This  is  helpful, 
but  the  modern  tourist  should  beware.  In 
July  1936 165  visitors  came  to  Delphi;  now  it 
welcomes  more  than  2m  a  year.  ■ 


Baghdad 

A  history  of 
violence 


Baghdad:  City  of  Peace,  City  of  Blood.  By 

Justin  Marozzi.  Allen  Lane;  458  pages;  £25 

AT  THE  height  of  the  struggle  between 
Xl.  American  troops  and  Arab  insurgents 
in  Iraq  less  than  a  decade  ago,  residents  of 
the  capital,  Baghdad,  woke  up  every  day 
wondering  if  it  might  be  their  last.  They 
perished  in  bloody  batches,  mostly  at  the 
hands  of  Iraqis,  blown  to  pieces  by  car 
bombs  or  pulled  out  of  minibuses  and  exe¬ 
cuted  at  rogue  checkpoints,  their  bodies 
rolled  into  the  Tigris  river.  Visitors  were 
warned  by  residents  with  limitless  gallows 
humour  about  eating  the  local  grilled  fish, 
masguf- for  you  know  what  they  snack  on. 

The  many  other  devastating  wars  of  re¬ 
cent  decades  notwithstanding,  the  urban 
bloodletting  along  the  Tigris  shocked  the 
world.  Americans  asked  why  they  were  ex¬ 
pending  so  much  of  their  own  blood  to  civ¬ 
ilise  a  place  that  seemingly  gloried  in  bar¬ 
barism.  Did  Saddam  Hussein  embody 
Baghdadis,  rather  than  just  repress  them? 
Justin  Marozzi’s  epic  history  of  Baghdad, 
subtitled  “City  of  Peace,  City  of  Blood”, 
both  reinforces  this  sense  and  gives  good 
reasons  to  see  beyond  it. 

Baghdad  was  born  in  762AD  straight 
into  the  fitna,  the  split  between  Sunni  and 
Shia  Muslims.  The  Sunni  caliph  Mansur, 
whose  new  empire  stretched  from  India  to 
the  Atlantic,  sailed  up  and  down  the  Tigris 
to  reconnoitre  a  place  for  his  home.  He  sett¬ 
led  on  an  s-bend  that  abutted  desert  tracks 
running  from  the  Levant  to  Persia.  When 
he  died  a  decade  later  he  left  behind  a 
crypt  filled  with  the  corpses  of  Shia  men,  ►► 
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►  women  and  children.  This  was  the  begin¬ 
ning,  says  Mr  Marozzi,  “of  a  pattern  of 
bloodshed  that  can  be  traced  across  the 
centuries”.  Saddam  was  by  no  means 
alone  in  the  tyrants’  gallery. 

And  yet,  in  between  the  slayings  and 
sackings,  Baghdad  also  gaine  d  a  reputation 
as  one  of  the  most  cultured  places  known 
to  history.  Its  storytellers,  scientists,  artists 
and  scholars,  perched  at  the  crossroads  of 
Eurasia,  left  marks  as  deep  as  those  of  the 
cruellest  rulers.  They  translated  most  of 
what  was  known  to  the  ancient  world  into 
Arabic,  pioneered  irrigation  systems  in  the 
fertile  strip  between  the  Tigris  and  the  Eu¬ 
phrates,  stocked  one  of  the  world’s  great  li¬ 
braries  and  composed  much  of  the  “Arabi¬ 
an  Nights”. 

To  enliven  such  dusty  tales,  Mr  Marozzi 
plunges  into  the  modern  city,  dangers  and 
all,  to  visit  tombs  and  charnel  grounds  and 
to  interview  current  residents,  including 


Performance  art 

Busy  doing  nothing 


FOR  two-and-a-half  months,  Marina 
Abramovic  sat  silently  in  the  Museum 
of  Modern  Art  in  New  York  during  opening 
hours.  As  visitors  took  turns  to  sit  facing 
her,  she  stayed  motionless  before  all  but 
one,  her  ex-partner  and  fellow  artist,  Uwe 
Laysiepen,  whose  hands  she  took.  This 
performance  in  2010,  part  of  a  retrospec¬ 
tive  called  “Marina  Abramovic:  The  Artist 
is  Present”,  was  seen  by  750,000  people. 

Now  this  Belgrade-born  performance 
artist  is  putting  herself  on  show  again.  For 
“Marina  Abramovic:  512  Hours”  she  will 
spend  six  days  a  week  at  the  Serpentine 
Gallery  in  London,  interacting  with  the 
public  in  a  deliberately  undefined,  open- 
ended  performance.  Visitors  must  leave 
behind  bags  and  electronic  devices,  in¬ 
cluding  phones,  before  entering  a  space 
where  there  is  nothing  to  see  besides  Ms 
Abramovic.  On  the  opening  morning  June 
31th,  she  turned  the  gallery  into  a  contem¬ 
plative  environment,  asking  some  visitors 
to  stand  on  a  platform  with  eyes  closed, 
and  gently  leading  others  to  face  the  wall. 

The  artist  says  she  aims  to  get  viewers  to 
“change  consciousness”:  to  be  in  the  mo¬ 
ment,  with  her,  and  nowhere  else.  “Our 
concentration  is  a  disaster,”  she  explains. 
“We  are  constantly  on  e-mails,  constantly 
on  the  phone.”  At  the  Serpentine  she 
hopes  visitors  will  stay  awhile.  “You  have 
to  spend  some  time  with  this,”  she  says. 

Ms  Abramovic  was  born  in  1946  to  par¬ 
ents  who  were  war  heroes  with  high  posi- 


Ahmed  Chalabi,  the  man  who  egged  the 
Americans  on  to  invade  in  2003  and  then 
turned  on  them  with  a  guile  that  would 
have  been  familiar  to  his  forebears. 

Curiously,  Mr  Marozzi  is  rather  vague 
about  what  he  was  doing  in  Baghdad 
when  not  communing  with  the  past.  He  in 
fact  played  a  minor  role  in  its  modern  his¬ 
tory,  working  for  one  of  the  security  com¬ 
panies  that  was  hired  by  the  American 
army.  A  clue  is  the  coy  thanks  to  Tim  Spicer, 
a  British  mercenary,  at  the  start  of  his  book. 

Be  that  as  it  may,  Mr  Marozzi  is  brave  in 
more  ways  than  one,  as  are  his  publishers. 
Baghdad  has  been  overrun  by  foreign  writ¬ 
ers,  as  well  as  soldiers,  in  the  past  decade, 
and  now  the  world  is  bored  with  it,  even 
though  Iraq  is  sliding  back  into  mayhem; 
800  Iraqis  were  killed  last  month,  a  worse 
rate  than  in  2008,  when  the  Americans 
were  stanching  a  previous  bout  of  sectari¬ 
an  bile.  The  end  of  history  is  not  in  sight.  ■ 


Touch  and  go 


tions  in  Tito’s  Yugoslavia.  Having  seen  lit¬ 
tle  of  them  before  the  age  of  six,  she  has 
said  she  found  herself  in  a  loveless  house¬ 
hold,  subjected  to  her  mother’s  militaristic 
discipline  and  periodic  beatings.  But  Dan- 
ica  Abramovic’s  job  as  a  state  cultural  offi¬ 
cial  did  allow  her  to  expose  her  daughter  to 
art:  she  took  Marina  to  artists’  studios  and 
to  the  Venice  Biennale,  and  let  her  turn  a 
room  of  the  apartment  into  an  atelier.  Ma¬ 
rina  duly  went  on  to  study  at  the  Belgrade 
Academy  of  Fine  Arts,  and  became  drawn 
to  the  idea  of  creating  a  new  form  of  art  be- 
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cause  she  felt  stifled  by  painting  and  con¬ 
ventional  artistic  practice. 

Her  first  big  performance,  “Rhythm  10”, 
took  place  in  Edinburgh  in  1973-  Kneeling 
on  the  floor  of  a  college  gymnasium,  she 
stabbed  the  spaces  between  the  fingers  of 
her  splayed  hand,  switching  knives  each 
time  she  hit  a  finger,  and  tape-recorded 
everything  so  she  could  replicate  the  exer¬ 
cise  (and  the  injuries)  right  away.  Self-expo¬ 
sure  and  self-harm  soon  became  a  main¬ 
stay  of  her  art. 

She  put  her  own  life  at  risk  on  a  couple 
of  occasions,  lying  inside  a  burning  wood¬ 
en  star  (“Rhythm  5”,  1974)  and  placing  a  pis¬ 
tol  and  bullet  among  objects  that  viewers 
were  invited  to  use  on  her  (“Rhythm  o”, 
1974).  Determined  to  knock  down  the 
boundaries  separating  life  and  art,  she 
continually  exposed  her  own  self  to  the 
viewer,  rather  than  a  proxy  painting  or 
sculpture.  Even  her  13-year  relationship 
with  Mr  Laysiepen  was  laid  bare  in  the 
couple’s  often  naked  public  performances. 

Ms  Abramovic  came  of  age  at  a  time 
when  performance  art  was  becoming  a 
genre  in  its  own  right.  That  was  largely 
thanks  to  the  avant-garde  Fluxus  move¬ 
ment  of  the  1960s  and  1970s,  whose  output 
included  staged  “happenings”  with  audi¬ 
ence  participation.  Violence  and  sexuality 
also  raised  the  genre’s  profile.  The  Vienna- 
based  Actionists  became  famous  for  pour¬ 
ing  the  blood  of  ritually  slaughtered  ani¬ 
mals  over  naked  bodies.  In  “Seedbed” 
(1972)  Vito  Acconci,  a  poet  and  perfor¬ 
mance  artist,  masturbated  under  the  ramp 
of  a  New  York  gallery,  his  moanings  ampli¬ 
fied  throughout  the  space.  Ms  Abramovic 
re-enacted  this  in  her  “Seven  Easy  Pieces” 
show  at  the  Guggenheim  Museum  in  New 
York  in  2005. 

Today  Ms  Abramovic  is  the  world’s 
best-known  performance  artist,  with  a  fol¬ 
lowing  that  includes  Lady  Gaga  and  Jay-Z. 
Why?  “She’s  larger-than-life,  she’s  power¬ 
ful,  and  her  modus  operandi  is  connecting 
with  people,”  explains  RoseLee  Goldberg, 
a  historian  of  performance  art.  Underpin¬ 
ning  her  success,  says  Ms  Goldberg,  is  gen¬ 
uine  ability.  Ms  Abramovic  won  an  award 
for  best  artist  at  the  Venice  Biennale  of  1997. 

Performance  art,  long  a  fringe  pursuit,  is 
becoming  more  mainstream.  As  Hans  Ul¬ 
rich  Obrist,  a  co-director  of  the  Serpentine, 
explains,  “In  the  digital  age,  there  is  a  real 
necessity  for  a  live  experience,  for  a  physi¬ 
cal  interaction.”  Ms  Abramovic  is  building 
an  institute  to  preserve  the  genre.  Tate 
Modern  is  opening  its  performance-specif¬ 
ic  “Tanks”  in  2016  and  the  Metropolitan 
Museum  of  Art  has  just  received  a  $im 
grant  to  develop  a  programme.  “Those 
places  are  going  to  need  more  and  more 
top-notch  work,”  says  Ms  Goldberg.  “Per¬ 
formance  is  not  going  to  go  away.”  ■ 


"Marina  Abramovic:  512  Hours"  is  at  the  Serpentine 
Gallery,  in  London,  until  August  25th 


Marina  Abramovic  puts  herself  on  display  in  London 
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UPCOMING  PROGRAMS 

Advanced  Leadership  Program  for 
Asian-American  Executives 

July  27  -  August  1,  2014 

Strategies  and  Leadership  in  Supply  Chains 

August  17-22,  2014 

Executive  Program  in  Leadership: 

The  Effective  Use  of  Power 

October  12  -  17,  2014 

Finance  and  Accounting  for  the 
Nonfinancial  Executive 

November  16-21,  2014 


Enroll.  Re-boot.  Transform:  stanfordexecutive.com 


Change  lives.  Change  organizations.  Change  the  world. 

1  "Stanford  University’s  Economic  Impact  via  Innovation  and  Entrepreneurship,  a  2012 
study  by  Stanford  professors  Charles  Eesley  and  William  E  Miller 


International  MBA 


Make  your  world  what  you  want  it  to  be.  IE  Business 
School’s  one-year  International  MBA  is  a  demanding  program 
designed  for  those  who  want  to  push  their  boundaries  and 
impact  their  societies.  The  International  MBA  guarantees  a 
truly  mind-opening  experience,  with  students  from  multiple 
professional  backgrounds  and  65  different  countries,  who 
share  their  insights  with  the  full  IE  Community.  Furthermore, 
the  program  allows  you  to  complement  the  curriculum  with 
Dual  Degrees  and  exchange  programs  with  other  leading 
institutions  around  the  world.  Open  the  door  to  your  future  at 
IE  Business  School. 

www.ie.edu/international-rnba  imba.admissions@ie.edu 
f  1#  in  YouTube  u 


m 


Cambridge  Judge  Business  School 


GLOBAL 
MANAGEMENT 
EXCELLENCE 
STARTS  HERE. 


from  strategic  negotiation  to 
sustainability,  risk  and  uncertainty 
to  marketing,  the  USA  to  China,  the 
Cambridge  General  Management 
Programme  gives  you  the  skills  to 
excel  in  your  current  role,  or  take  the 
next  step  -  anywhere  in  the  world. 


UNIVERSITY  OF 

CAMBRIDGE 

Judge  Business  School 


ExecutiveEducation 


Learn  more  and  download  your  free  GMP 
brochure  at  www.jbs.cam.ac.uk/gmp 
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UNIL  |  University  de  Lausanne  UNIL  |  University  de  Lausanne 

Faculty  of  Biology  and  Medicine  HEC  Lausanne 


|  le  savoir  vivant  | 


THE  FACULTY  OF  BIOLOGY  AND  MEDICINE  (FBM)  AND  THE  FACULTY  OF  BUSINESS  AND  ECONOMICS  (HEC)  OF  THE 
UNIVERSITY  OF  LAUSANNE,  SWITZERLAND  INVITE  APPLICATIONS  FOR  THE  FOLLOWING  POSITION  : 


FULL  PROFESSOR 

DIRECTOR  OF  THE  PROGRAMME  IN  BEHAVIOR,  ECONOMICS, 
AND  EVOLUTION 


The  Department  of  Ecology  and  Evolution  of  FBM  and  the  Departments  of  Economics,  Organizational  Behavior,  and 
Information  Systems  of  HEC  have  developed  a  new  interdisciplinary  Master  of  Science  major  in  Behavior,  Economics, 
and  Evolution.  This  major  can  be  taken  by  students  enrolled  in  the  Master  of  Science  programmes  in  Economics  or 
in  Management  (in  HEC),  as  well  as  students  in  the  Master  in  Behavior,  Evolution  and  Conservation  (in  FBM).  The 
programme  intends  to  develop  teaching  and  research  connections  between  evolutionary  biology  and  behavioral 
economics. 

We  therefore  seek  an  outstanding  researcher  as  full  professor  and  director  of  the  programme  with  a  track  record 
in  Sociobiology,  Social  Evolution,  Human  Behavioral  Ecology,  Evolutionary  Psychology,  Biological  Psychology, 
Neuroeconomics,  Evolutionary  Economics,  or  Behavioral  Economics  (or  related  areas).  The  position  requires  a  record 
of  scientific  excellence,  administrative  experience,  the  motivation  to  lead  a  MSc  programme,  as  well  as  a  scientific 
interest  in  both  evolution  and  economics. 

The  Professor  is  expected  to  lead  the  programme  and  an  internationally  competitive  research  programme  on  proximate 
and/or  ultimate  questions  pertaining  to  social  decision-making  and  behavior.  She/he  is  expected  to  attract  external 
funding  and  to  promote  an  interactive  and  synergistic  research  environment  between  the  Faculty  of  Business  and 
Economics,  and  the  Faculty  of  Biology  and  Medicine. 

A  start-up  package,  a  state-of-the-art  research  infrastructure  as  well  as  a  yearly  research  allowance  for  positions  and 
consumables  will  be  available  within  an  environment  that  has  a  long  track  record  of  excellence  in  research 

(http://www.unil.ch/dee;  http://www.hec.unil.ch/ob;  http://www.hec.unil.ch/deep;  www.hec.unil.ch/isi). 

The  job  description  is  available  on  the  Internet  site 
https://www.unil.ch/emplois  or  http://www.unil.ch/fbm/page64812.html. 

Further  information  may  be  obtained  from  Prof.  Andreas  Mayer  (Andreas. Mayer@unil.ch),  Chairman  of  the  search 
committee. 

The  application,  in  English,  must  include  a  full  C V  (indicating  previous  positions,  teaching  experience,  list  of  grants 
received,  publication  record),  a  motivation  letter,  future  research  interests,  and  representative  publications,  as  well  as 
names  and  contact  information  of  three  referees.  Applications  are  received  electronically  at  this  address: 
www.unil.ch/iafbm/application.  They  should  be  submitted  by  August  27th,  2014. 


Seeking  to  promote  an  equitable  representation  of  women  and  men  among  its  staff,  the  University  encouraqes  aoolications 
from  women.  a 
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INVITATION  FOR  EXPRESSION  OF  INTEREST 
Republic  of  Macedonia,  the  Government  of  the  Republic  of  Macedonia 
Project:  Investment  in  the  Development,  Construction,  and  Operation  of  a  Ski  Centre  and 
Resort  in  Galiehica  National  Park 

The  Government  of  the  Republic  of  Macedonia  intends  to  find  a  prospective  investor  which  will  develop 
construct,  and  operate  die  future  Sk,  Centre  and  Resort  on  Galiehica  Mountain  and  invites  ail  interested  panics 
to  submit  Expression  of  Interest  y 

AD  MEPSO  issuing  this  notice,  on  behalf  of  the  Government  and  as  an  Implementing  Agency,  seeks  a  reputable 
company  which  will  invest  in  development  and  construction,  and  will  operate  the  Ski  Centre  and  Resort  Galiehica. 
The  Project  will  be  awarded  through  a  transparent  and  competitive  tendering  process,  by  applying  the  best 
international  practices.  ° 

The  Project  is  set  between  the  UNESCO  World  Heritage  site  Lake  Ohrid,  dubbed  the  Pearl  of  the  Balkans,  on  one 
side,  and  Lake  Prespa,  one  of  Europe’s  oldest  and  cleanest  lakes  on  the  other. 

It  is  envisaged  the  Ski  Centre  and  Resort  to  be  developed  in  two  phases,  as  two  separate  packages, 

Package  1  -  Investment,  design,  construction,  operation  and  maintenance  of  the  Ski  Centre  and  Lake 
Resort  on  the  Ohrid  side 

Package  2  -  Investment,  design,  construction,  operation  and  maintenance  of  the  Lake  Resort  on  the 
Prespa  side 

The  first  package  includes  investment,  design,  development,  construction,  operation  and  maintenance  of:  (i)  the 
Ski  Centre  on  the  slopes  of  Galiehica  Mountain,  with  its  auxiliary  facilities  (around  16  km  ski  tracks,  ski  lifts, 
snowmaking  system,  day  visitor  parking,  services,  commercial  space,  additional  summer  and  winter  supporting 
recreational  facilities)  and  the  cable  transportation  system  -  eight  passenger  gondola,  (ii)  mountain  resort  - 
containing  hotels,  apartments,  chalets,  commercial  space  and  other  development  infrastructure  as  well  as  (Hi) 
lake  resort  -  with  hotel,  apartments,  commercial  capacities  on  attractive  locations  along  the  coast  of  Lake  Ohrid. 
The  second  package  covers  investment,  design,  development,  construction,  operation  and  maintenance  of  another 
lake  resort  with  hotels,  apartments,  chalets,  commercial  facilities  and  other  development  infrastructure  on  the 
shores  of  Lake  Prespa  and  construction  of  a  gondola  that  will  connect  to  the  Ski  Centre  located  on  the  Lake 
Ohrid  side. 

Interested  companies  may  obtain  further  information  on  the  website  of  MEPSO  (www.mepso.com.mk),  as  well 
as  on  a  written  request  sent  to:  Mrs.  Anita  Jovanova,  Maksim  Gorki  4, 1000  Skopje.  Republic  of  Macedonia 
or  by  email  to:  anita. iovanova @ mcpso.com. mk 
The  process  will  be  comprised  of  two  phases : 

Phase  1  will  be  the  submission  of  the  expressions  of  interest  accompanied  by  a  short  Project  Concept  proposal 
(ten  page  outline)  and  the  required  company  information.  This  phase  will  be  completed  by  September  1. 
2014  followed  by  a  selection  of  the  participants  for  phase  two.  The  Project  Concept  proposal  should  include 
the  conceptualization  of  the  scope  of  the  project,  investment  magnitude  and  program,  operations  concept, 
development  component,  as  well  as  proposals/suggestions  for  improvement. 

In  order  to  determine  the  capability  and  experience  of  the  companies,  the  information  submitted  should  include: 
(i)  company  profile;  and  (ii)  specific  experience  and  financial  standing;  and  (iii)  details  of  similar  investment 
projects  undertaken  in  the  previous  fifteen  years. 

The  above  information  should  not  exceed  25  pages,  excluding  promotional  material  and  brochures. 

The  prospective  investors  shall  be  a  company  or  a  Consortium  of  companies  where  either  the  Lead  member  or 
each  member,  shall  demonstrate  that  it  possesses:  (1)  financial  strength  required  to  reach  financial  closing  and 
implement  the  Project,  and  (2)  sufficient  construction  management  experience  to  implement  the  Project,  and  (3) 
sufficient  experience  in  operating,  managing,  and  maintaining  large  ski  resorts  and  hotels. 

Phase  2  will  include  daily  personal  presentationsby  the  selected  and  formally  invited  companies.  The  process  will 
also  comprise  a  detailed  presentation  of  the  initial  proposal  and  discussions  regarding  the  proposal  and  Project 
itself.  Phase  2  will  start  in  mid  September  2014,  the  exact  dates  will  be  specified  in  the  formal  invitations,  and 
will  be  concluded  by  September  30,  2014. 

One  original  and  one  hard  copy  of  the  complete  expression  of  interest  (including  required  documents),  in  English 
or  Macedonian,  along  with  an  electronic  copy,  shall  be  submitted  to  the  Implementing  Agency  in  an  envelope 
marked  EXPRESSION  OF  INTEREST  FOR  INVESTMENT  IN  DEVELOPMENT.  CONSTRUCTION,  AND 
OPERATION  OF  A  SKI  CENTRE  AND  RESORT  IN  GALICHICA  NATIONAL  PARK,  to  reach  the  Archive 
of  the  Implementing  Agency  no  later  than  September  1,  2014,  until  16:00  h  (local  Macedonian  time),  at  the 
following  address:  AD  MEPSO,  Maksim  Gorki  4,  1000  Skopje,  Republic  of  Macedonia. 


WEST  BENGAL  STATE  ELECTRICITY 
DISTRIBUTION  COMPANY  LIMITED 

(A  Govt,  of  West  Bengal  Enterprise) 


INVITATION  FOR  BIDS 
(INTERNATIONAL  COMPETITIVE  BIDDING) 

Tender  Notice  No. :  PSPD/S0LAR  DOME/NIT/01/2014-1 5  Dated  :  03.06.2014 


Bids/Proposals  for  “Comprehensive  Consultancy  Services  for  Planning,  Design 
and  Detail  Engineering  including  Landscape  Design  etc.  and  Project 
Management  Services  during  construction  for  setting  up  of  the  Solar  Dome  at 
Eco  Park,  New  Town,  Rajarhat"  will  be  available  on  WBSEDCL's  website 
www.wbsedcl.in  on  and  from  06  June  2014  to  27  June  2014.  Interested  and 
eligible  bidders  may  download  and  submit  their  Bids/Proposals  accordingly.  For 
any  further  query,  bidders  may  contact  at  the  Office  of  the  Chief  Engineer, 
Pumped  Storage  Project  Department,  Vidyut  Bhavan,  5ln  Floor,  C-Block,  Kolkata- 
700  091,  India  through  Phone  NO.+91-33-2334-5821/+91-33-2334-5072  or 
through  email  ID:  wbsedclpspd@gmail.com 

Chief  Engineer  (PSPD) 
WBSEDCL 


Business  &  Personal 


GRENADA  DUAL 
CITIZENSHIP 
IN  90  DAYS 


www.GrenadaDualCitizenship.com 


Readers  are  recommended 

to  make  appropriate  enquiries  and  take 
appropriate  advice  before  sending  money, 
j  incurring  any  expense  or  entering  into  a 
binding  commitmentin  relation  to  an 
j  advertisement. 

The  Economist  Newspaper  Limited  shall  not  be 
liable  to  any  person  for  loss  or  damage  incurred 
or  suffered  as  a  result  of  his/her  accepting  or 
offering  to  accept  an  invitation  contained  in 
any  advertisement  published  in  The  Economist. 


Pakistan  Railways 

Headquarters  Office,  Lahore  Pakistan 


CORRIGENDUM 


FEASIBILITY  STUDY  FOR  NEW 
RAIL  LINK  FROM  ISLAMABAD 
TO  MURREE  AND  MUZAFFARABAD 

Date  of  submission  of  Request  for  Proposal  (RFP)  has 
been  extended  upto  June  25, 2014.  Addendum  Nos.1 
and  2  to  RFP  have  also  been  issued.  Addendum  Nos.1  & 

2  and  Minutes  of  Meeting  of  pre-proposal  conferences 
can  be  downloaded  from  Pakistan  Railway's  official 
website:  www.pakrail.com  or  PPRA's  website: 
www.ppra.org.pk 

Basharat  Waheed 

Chief  Engineer  (Survey  &  Construction) 

Railway  Headquarters  Office,  Empress  Road,  Lahore,  Pakistan 
Phone:+92-42-99201 625  Fax:+92-42-9201 760 

E-mail:  censc@pakrail.com 


The  Andhra  Pradesh  Mineral  Development  Corporation  Ltd. 

(A  State  Government  Undertaking) 

Head  Office :  #  6-2-915, 3rd  Floor,  Rear  Block,  HMWS&SB  Premises,  Khairatabad, 
Hyderabad  -  500  004,  (A.P),  INDIA.  Ph  :  +91  -40-23393814, 23323153, 
Fax :  +91  -40-23393152,  Email :  apmdcltd@yahoo.com ;  www.apmdc.ap.qov.in 


REVISED  TIMELINES 

Global  Tender  Notice  No.APMDC/MDQ/Sulivari/2013-14. 

Dated  15.02.2014 

INVITING  GLOBAL  COMPETITIVE  BIDS  FOR  SELECTION 
OF  MINE  DEVELOPER  CUM  OPERATOR  (MDO),  FOR 
OPERATION,  DEVELOPMENT,  MINING  AND  SUPPLY  OF 
COAL  FROM  SULIYARI  BELWAR  COAL  BLOCK  IN 
SINGRAULI  COALFIELDS,  MP. 

With  reference  to  the  above  Global  Tender  Notice  and 
further  advertisement  published  on  05.05.2014,  the 
last  dates  for  sale  and  submission  of  Bid  Documents 
are  hereby  postponed. 

Fresh  timelines  in  this  regard  to  last  dates  for  sale  of 
Bid  Documents  and  submission  of  Bids  shall  be  notified 
in  due  course. 

All  concerned  are  also  advised  to  visit  www.apmdc.ap.qov.in. 

Contact  Person: 

Mr.  D.Venkata  Ramana 

CPO  (Coal)  Sd /- 

Date  :  06-06-2014  Vice  Chairman  &  Managing  Director 


83 


The  Economist  June  14th  2014 


84 


Economic  and  financial  indicators 


The  Economist  June  14th  2014 


Economic  data 


%  change  on  year  ago 

Gross  domestic  product 

Latest  qtr*  20141 

Industrial 

production 

latest 

Consumer  prices 

latest  2014t 

Unemployment 
rate, % 

Current-account  balance 

latest  12  %  of  GDP 

months,  $bn  2014* 

Budget 

balance 

%  of  GDP 
2014* 

Interest 
rates, % 

10-year  gov't 
bonds,  latest 

Currency  units,  per  $ 

Jun  11th  year  ago 

United  States 

+2.0  Qi 

-1.0 

+2.4 

+3.5  Apr 

+2.0  Apr 

+1.8 

6.3  May 

-379.3  Q4 

-2.1 

-2.8 

2.64 

- 

- 

China 

+7.4  Qi 

+5.7 

+7.3 

+8.7  Apr 

+2.5  May 

+2.3 

4.1  Ql* 

+142.5  Qi 

+1.8 

-2.2 

3.8388 

6.23 

6.13 

Japan 

+3.0  Ql 

+6.7 

+1.4 

+4.1  Apr 

+3.4  Apr 

+2.6 

3.6  Apr 

+2.7  Apr 

+0.3 

-8.0 

0.61 

102 

96.9 

Britain 

+3.1  Ql 

+3.3 

+3.0 

+2.9  Apr 

+1.8  Apr 

+1.8 

6.6  Marit 

-111.7  Q4 

-3.7 

-4.8 

2.94 

0.60 

0.64 

Canada 

+2.2  Ql 

+1.2 

+2.3 

+3.4  Mar 

+2.0  Apr 

+1.6 

7.0  May 

-54.8  Qi 

-2.7 

-2.6 

2.35 

1.09 

1.02 

Euro  area 

+0.9  Ql 

+0.7 

+1.1 

-0.1  Mar 

+0.5  May 

+0.8 

11.7  Apr 

+323.3  Mar 

+2.3 

-2.6 

1.41 

0.74 

0.75 

Austria 

+1.1  Q4 

+1.8 

+1.4 

+0.8  Mar 

+1.7  Apr 

+1.7 

4.9  Apr 

+11.2  Q4 

+3.0 

-2.8 

1.70 

0.74 

0.75 

Belgium 

+1.2  Ql 

+1.5 

+1.2 

-1.0  Mar 

+0.4  May 

+1.1 

8.5  Apr 

-8.0  Dec 

-0.6 

-2.4 

1.82 

0.74 

0.75 

France 

+0.8  Ql 

+0.1 

+0.8 

-2.0  Apr 

+0.7  Apr 

+0.9 

10.4  Apr 

-32.0  Mar 

-1.4 

-3.9 

1.75 

0.74 

0.75 

Germany 

+2.3  Qi 

+3.3 

+2.0 

+1.9  Apr 

+0.9  May 

+1.2 

6.7  May 

+280.8  Apr 

+6.9 

+0.5 

1.41 

0.74 

0.75 

Greece 

-0.9  Ql 

na 

nil 

-2.2  Apr 

-2.0  May 

-1.0 

26.6  Mar 

+3.3  Mar 

+0.3 

-12.3 

5.78 

0.74 

0.75 

Italy 

-0.5  Qi 

-0.5 

+0.3 

+1.6  Apr 

+0.5  May 

+0.6 

12.6  Apr 

+28.6  Mar 

+1.1 

-3.0 

2.79 

0.74 

0.75 

Netherlands 

-0.5  Ql 

-5.4 

+0.7 

+2.1  Apr 

+0.8  May 

+0.9 

8.7  Apr 

+83.1  Q4 

+9.7 

-2.8 

1.64 

0.74 

0.75 

Spain 

+0.6  Qi 

+1.5 

+0.9 

-2.0  Apr 

+0.2  May 

+0.2 

25.1  Apr 

+5.1  Mar 

+1.5 

-5.8 

2.58 

0.74 

0.75 

Czech  Republic  +2.5  Qi 

+1.7 

+2.2 

+7.7  Apr 

+0.4  May 

+0.9 

7.5  May8 

+0.2  Ql 

-0.6 

-1.8 

1.57 

20.3 

19.3 

Denmark 

+1.4  Ql 

+3.6 

+1.3 

-2.1  Apr 

+0.5  May 

+1.1 

5.0  Apr 

+24.8  Apr 

+6.3 

-1.5 

1.42 

5.51 

5.62 

Hungary 

+3.5  Ql 

+4.5 

+2.5 

+9.8  Apr 

-0.1  May 

+0.9 

8.1  Apr§tt 

+3.9  Q4 

+2.5 

-3.0 

4.42 

226 

225 

Norway 

+3.9  Qi 

+1.3 

+2.4 

-1.0  Apr 

+1.8  May 

+2.0 

3.3  Marit 

+60.7  Qi 

+13.1 

+12.2 

2.65 

6.00 

5.80 

Poland 

+3.4  Qi 

na 

+3.2 

+5.4  Apr 

+0.3  Apr 

+1.1 

12.5  May5 

-4.6  Mar 

-1.8 

-3.5 

3.54 

3.04 

3.22 

Russia 

+0.9  Qi 

na 

+0.5 

+2.5  Apr 

+7.6  May 

+6.0 

5.3  Apr5 

+36.1  Ql 

+1.3 

-0.4 

8.52 

34.4 

32.5 

Sweden 

+1.8  Ql 

-0.3 

+2.5 

+0.6  Apr 

nil  Apr 

+0.4 

8.7  Apr5 

+36.2  Ql 

+6.1 

-2.1 

1.83 

6.69 

6.59 

Switzerland 

+2.0  Qi 

+1.9 

+2.0 

+0.5  Ql 

+0.2  May 

+0.2 

3.2  May 

+84.4  Q4 

+11.8 

+0.3 

0.83 

0.90 

0.93 

Turkey 

+4.3  Qi 

na 

+2.5 

+4.5  Apr 

+9.7  May 

+9.2 

10.2  Feb8 

-60.0  Mar 

-5.9 

-2.8 

9.04 

2.11 

1.89 

Australia 

+3.5  Qi 

+4.5 

+2.8 

+5.7  Ql 

+2.9  Ql 

+2.8 

5.8  May 

-40.9  Ql 

-2.5 

-1.9 

3.85 

1.07 

1.06 

Honq  Konq 

+2.5  Qi 

+1.0 

+3.2 

+0.5  Q4 

+3.6  Apr 

+3.6 

3.1  April 

+5.1  Q4 

+3.4 

+1.3 

2.17 

7.75 

7.76 

India 

+4.6  Qi 

+8.0 

+6.0 

-0.5  Mar 

+8.6  Apr 

+8.0 

8.8  2013 

-32.4  Qi 

-2.6 

-5.2 

8.54 

59.3 

58.5 

Indonesia 

+5.2  Qi 

na 

+5.4 

+2.5  Apr 

+7.3  May 

+6.4 

5.7  Ql8 

-27.3  Qi 

-3.5 

-2.3 

na 

11,810 

9,825 

Malaysia 

+6.2  Qi 

na 

+5.1 

+4.2  Apr 

+3.4  Apr 

+3.2 

3.0  Mar5 

+14.3  Qi 

+5.3 

-4.0 

4.07 

3.21 

3.15 

Pakistan 

+6.1  2013** 

na 

+5.4 

-2.6  Mar 

+8.3  May 

+7.7 

6.2  2013 

-3.3  Qi 

-2.2 

-6.8 

12.95*** 

98.5 

98.5 

Singapore 

+4.9  Ql 

+2.3 

+4.2 

+4.6  Apr 

+2.5  Apr 

+2.2 

2.1  Ql 

+56.3  Ql 

+19.4 

+0.7 

2.43 

1.25 

1.26 

South  Korea 

+4.0  Qi 

+3.8 

+3.7 

+2.4  Apr 

+1.6  May 

+1.6 

3.6  May5 

+87.1  Apr 

+4.6 

+1.0 

3.36 

1,016 

1,133 

Taiwan 

+3.1  Ql 

+1.9 

+3.0 

+4.8  Apr 

+1.6  May 

+1.0 

4.0  Apr 

+61.9  Qi  - 

+11.3 

-2.1 

1.56 

30.0 

29.9 

Thailand 

-0.4  Qi 

-8.2 

+2.5 

-3.9  Apr 

+2.6  May 

+2.7 

0.9  Apr5 

+4.9  Qi 

+2.6 

-2.3 

3.50 

32.5 

31.0 

Argentina 

+1.4  Q4 

-0.7 

-1.0 

-4.1  Apr 

—  *** 

- 

7.1  Ql8 

-4.3  Q4 

-0.6 

-1.8 

na 

8.13 

5.31 

Brazil 

+1.9  Ql 

+0.7 

+1.8 

-5.8  Apr 

+6.4  May 

+6.5 

4.9  Apr8 

-81.6  Apr 

-3.7 

-3.7 

11.97 

2.24 

2.15 

Chile 

+2.6  Ql 

+3.0 

+3.7 

+1.2  Apr 

+4.7  May 

+3.9 

6.1  Apr5** 

-8.4  Qi 

-3.2 

-1.0 

4.88 

554 

502 

Colombia 

+4.9  Q4 

+3.3 

+4.6 

+10.4  Mar 

+2.9  May 

+2.9 

9.0  Apr8 

-12.7  Q4 

-3.3 

-1.1 

6.32 

1,885 

1,908 

Mexico 

+1.8  Ql 

+1.1 

+3.0 

-0.6  Apr 

+3.5  May 

+4.3 

4.9  Apr 

-23.3  Ql 

-1.5 

-3.7 

7.75 

13.0 

12.9 

Venezuela 

+1.0  Q4 

+3.6 

-1.8 

+0.8  Sep 

+59.3  Mar 

+62.6 

7.1  Apr8 

+6.9  Q3 

+1.3 

-12.1 

12.77 

10.0 

6.29 

Egypt 

+1.4  Q4 

na 

+1.8 

-9.5  Mar 

+8.2  May 

+9.9 

13.4  Ql8 

-1.9  Ql 

-2.3 

-12.2 

na 

7.15 

6.99 

Israel 

+3.1  Ql 

+2.1 

+3.1 

-2.1  Mar 

+1.0  Apr 

+1.3 

5.6  Apr 

+7.2  Q4 

+2.8 

-2.7 

2.93 

3.46 

3.64 

Saudi  Arabia 

+4.0  2013 

na 

+4.0 

na 

+2.7  Apr 

+2.9 

5.6  2013 

+134.3  Q4 

+13.3 

+2.0 

na 

3.75 

3.75 

South  Africa 

+1.6  Ql 

-0.6 

+2.3 

-1.5  Apr 

+6.1  Apr 

+5.7 

25.2  Ql8 

-20.5  Q4 

-5.5 

-4.4 

8.33 

10.8 

10.1 

previous  quarter,  annual  rate,  t The  E conomist  poll  or  Economist  Intelligence  Unit  estimate/forecast.  5Not  seasonally  adjusted.  tNew  series.  **Year  ending  June,  tt Latest  3 
-year  yield  ***Official  number  not  yet  proven  to  be  reliable;  The  State  Street  PriceStats  Inflation  Index,  April  40.26%;  year  ago  19.27%  ^Collar-denominated  bonds. 


Source;  Haver  Analytics.  *%  change  on 
months.  ^3-month  moving  average.  5§5- 
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Economic  and  financial  indicators 
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Markets 


%  change  on 


Index 
Jun 11th 

one 

week 

Dec  31st  2013 
in  local  in  $ 
currency  terms 

United  States  (DJIA) 

16,843.9 

+0.6 

+1.6 

+1.6 

China  (SSEA) 

2,151.6 

+1.5 

-2.8 

-5.6 

Japan  (Nikkei  225) 

15,069.5 

nil 

-7.5 

-4.6 

Britain  (FTSE 100) 

6,838.9 

+0.3 

+1.3 

+2.7 

Canada  (S&PTSX) 

14,892.1 

+0.6 

+9.3 

+6.8 

Euro  area  (FTSE  Euro  100) 

1,074.0 

+1.5 

+5.3 

+3.4 

Euro  area  (EURO  STOXX  50)  3,289.1 

+1.6 

+5.8 

+3.9 

Austria  (ATX) 

2,555.0 

+1.6 

+0.3 

-1.5 

Belgium  (Bel  20) 

3,178.2 

+1.1 

+8.7 

+6.8 

France  (CAC  40) 

4,555.1 

+1.2 

+6.0 

+4.1 

Germany  (DAX)* 

9,949.8 

+0.2 

+4.2 

+2.3 

Greece  (Athex  Comp) 

1,307.3 

+4.5 

+12.4 

+10.4 

Italy  (FTSE/MIB) 

22,223.8 

+2.8 

+17.2 

+15.1 

Netherlands  (AEX) 

414.5 

+1.6 

+3.2 

+1.3 

Spain  (Madrid  SE) 

1,132.3 

+2.7 

+11.9 

+9.9 

Czech  Republic  (PX) 

1,037.6 

+1.1 

+4.9 

+2.8 

Denmark  (OMXCB) 

672.7 

+1.3 

+18.9 

+16.7 

Hungary  (BUX) 

19,006.6 

-0.4 

+2.4 

-2.2 

Norway  (OSEAX) 

689.0 

+1.4 

+14.3 

+15.6 

Poland/ WIGJ^ 

53,120.9 

+1.1 

+3.6 

+2.8 

Russia  (RTS,  S  terms) 

1,374.9 

+3.8 

-0.2 

-4.7 

Sweden  (0MXS30) 

1,400.4 

+0.2 

+5.1 

+0.8 

Switzerland  (SMI) 

8,712.1 

+0.6 

+6.2 

+5.0 

Turkey  (BIST) 

79,020.6 

+0.8 

+16.5 

+18.9 

Australia  (All  Ord.) 

5,432.5 

+0.1 

+1.5 

+6.8 

Hong  Kong  (Hang  Seng) 

23,257.3 

+0.5 

-0.2 

-0.2 

India  (BSE) 

25,473.9 

+2.7 

+20.3 

+25.5 

Indonesia  (JSX) 

4,971.9 

+0.8 

+16.3 

+19.9 

Malaysia  (KLSE) 

1,878.4 

+0.7 

+0.6 

+2.6 

Pakistan  (KSE) 

29,783.3 

+1.1 

+17.9 

+25.9 

Singapore  (STI) 

3,290.0 

+0.3 

+3.9 

+4.9 

South  Korea  (KOSPI) 

2,014.7 

+0.3 

+0.2 

+4.1 

Taiwan  (TWI) 

9,229.8 

+1.2 

+7.2 

+6.5 

Thailand  (SET) 

1,463.7 

+1.0 

+12.7 

+13.9 

Argentina  (MERV) 

8,077.7 

+5.0 

+49.8 

+20.1 

Brazil  (BVSP) 

55,102.4 

+6.3 

+7.0 

+12.9 

Chile  (IGPA) 

19,070.0 

-0.3 

+4.6 

-0.8 

Colombia  (IGBC) 

14,284.5 

+3.7 

+9.3 

+12.0 

Mexico  (IPC) 

42,944.8 

+2.4 

+0.5 

+1.0 

Venezuela  (IBC) 

2,202.3 

nil 

-19.5 

na 

Egypt  (Case  30) 

8,708.7 

+7.3 

+28.4 

+24.8 

Israel  (TA-100) 

1,261.5 

+0.1 

+4.5 

+4.8 

Saudi  Arabia  (Tadawul) 

9,871.7 

+0.2 

+15.7 

+15.6 

South  Africa  (JSE  AS) 

50,659.4 

+1.4 

+9.5 

+6.5 

I  Market  volatility 

The  Chicago  Board  Options  Exchange 
volatility  index,  or  vix,  a  measure  of 
stockmarket  volatility  ca  leu  lated  usi  ng 
s&p  500  options  prices,  is  atits  lowest 
since  early  2007.  Option  prices  rise  when 
volatility  is  higher,  as  investors  are  will¬ 
ing  to  pay  more  to  protect  themselves.  A 
vix  reading  above  30  signifies  investor 
fear;  a  reading  below  20  is  associated 
with  complacency.  Volatility  is  now  close 
to  its  all-time  low  of  9.3,  and  the  s&p  500 
has  been  hitting  new  highs.  Some  reckon 
this  is  a  sign  that  markets  are  vulnerable. 
But  given  central-bank  monetary  stimu¬ 
lus,  others  think  the  current  vix  levelis 
the  new  normal.  European  and  Chinese 
volatility  indices  have  also  fallen,  but  are 
still  higher  relative  to  America's. 


s&p  500 

volatility 
index  (VIX), 
percentage 
points 


As  %  of  VIX: 

Euro  Stoxx  50  volatility  — 
index  (VSTOXX) 
Chinese  volatility  index  (CHIX) 
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lim.iiuulimmuiiljiimnmlimmtmlnuniittilimimmlmmimilium — 

2007  08  09  10  11  12  13  14 


Sources:  Bloomberg;  Thomson  Reuters 


Other  markets 


%  change  on 
Dec  31st  2013 


Index  one  in  local  in  $ 
Jun  11th  week  currency  terms 


United  States  (S&P  500) 

1,943.9 

+0.8 

+5.2 

+5.2 

United  States  (NAScomp) 

4,331.9 

+1.9 

+3.7 

+3.7 

China  (SSEB,  $  terms) 

224.8 

+1.7 

-8.8 

-11.4 

Japan  (Topix) 

1,239.1 

+0.4 

-4.9 

-1.9 

Europe  (FTSEurofirst  300) 

1,391.6 

+1.2 

+5.7 

+3.8 

World,  dev’d  (MSCI) 

1,731.2 

+0.8 

+4.2 

+4.2 

Emerging  markets  (MSCI) 

1,056.0 

+2.4 

+5.3 

+5.3 

World,  all  (MSCI) 

426.3 

+1.0 

+4.3 

+4.3 

World  bonds  (Citigroup) 

939.8 

+0.2 

+3.7 

+3.7 

EMBI+  (JPMorgan) 

707.5 

+0.6 

+8.6 

+8.6 

Hedge  funds (HFRX) 

1,245.5s 

+0.8 

+1.6 

+1.6 

Volatility,  US  (VIX) 

11.6 

+12.1 

+13.7  (levels) 

CDSs,  Eur(iTRAXX)* 

59.1 

-8.4 

-8.0 

-9.7 

CDSs,  N  Am  (CDX)' 

58.5 

-5.7 

-0.7 

-0.7 

Carbon  trading  (EU  ETS)  € 

5.4 

-0.7 

+7.4 

+5.4 

Sources:  Markit;  Thomson  Reuters.  'Total  return  index. 
tCredit-default-swap  spreads,  basis  points.  5June  10th. 


Indicators  for  more  countries  and  additional 
series,  goto:  Economist.com/indicators 


The  Economist  commodity-price  index 

2005=100 

%  change  on 
one  one 
Jun  3rd  Jun  10th*  month  year 


Dollar  Index 

All  Items 

171.2 

169.5 

-3.8 

-3.7 

Food 

196.3 

194.1 

-5.3 

-4.8 

Industrials 

All 

145.0 

143.9 

-1.5 

-2.2 

Nfat 

145.8 

145.0 

-3.4 

-10.2 

Metals 

144.7 

143.5 

-0.6 

+1.7 

Sterling  Index 

All  items 

186.0 

183.9 

-3.3 

-10.4 

Euro  Index 

All  items 

156.3 

155.6 

-2.6 

-5.7 

Gold 

$  per  oz 

1,244.8 

1,260.5 

-2.8 

-8.4 

West  Texas  Intermediate 

$  per  barret 

102.8 

104.4 

+2.7 

+9.5 

Sources:  Bloomberg;  CME  Group;  Cotlook;  Darmenn  &  Curl;  FT;  ICCO; 
ICO;  ISO;  Live  Rice  Index;  LME;  NZ  Wool  Services;  Thompson  Lloyd  & 
Ewart;  Thomson  Reuters;  Urner  Barry;  WSJ.  'Provisional 
INon-food  aqriculturals. 


Wojciech  Jaruzelski 


Wojciech  Jaruzelski,  a  communist  general  and  military  ruler  of  Poland,  died  on 
May  25th,  aged  90 


IIES  and  fear  can  have  a  strange  effect  on 
jpeople.  Wojciech  Jaruzelski  grew  up  pi¬ 
ous  and  patriotic,  in  a  minor  aristocratic 
family  in  provincial  pre-war  Poland.  The 
country  had  just  re-emerged  from  long 
years  of  foreign  rule,  in  which  the  Russians 
had  been  the  hardest  of  masters.  In  his 
childhood,  he  wrote  later,  he  believed  that 
they,  and  especially  the  Bolsheviks,  “em¬ 
bodied  all  possible  evils.”  Yet  he  was  to 
spend  his  life  in  their  service. 

The  turning  point  came  after  his  “so¬ 
cially  dangerous”  family  was  deported, 
like  so  much  of  the  Polish  elite,  to  the 
depths  of  the  Soviet  Union,  where  those 
who  were  not  shot  were  given  another 
death  sentence:  as  slave  labourers.  His  fa¬ 
ther  died  there.  But  the  teenager  was  saved 
by  Hitler’s  fatal  error  in  the  summer  of  1941, 
when  he  attacked  his  ally  Stalin. 

Reluctantly,  the  Soviet  authorities  al¬ 
lowed  the  Poles  to  muster.  One  army,  of  ar¬ 
dent  anti-communists,  left  to  fight  with  the 
Western  allies.  The  other,  under  a  turncoat 
Polish  general,  marched  alongside  the  Red 
Army.  It  was  in  their  ranks  that  the  young 
officer-through  eyes  permanently  weak¬ 
ened  by  the  glare  of  sun  on  snow-saw  the 
ruins  of  Warsaw,  shattered  after  an  upris¬ 
ing  in  which  the  Soviets  abetted  the  Ger¬ 
man  destruction.  Not  only  the  buildings 
were  broken:  so  too,  he  wrote  later,  was  his 


religious  faith,  and  his  belief  in  Poland’s  fu¬ 
ture  as  an  independent  country. 

Many  in  those  days  saw  communism 
as  herald  of  a  bright  future,  free  of  the 
greed,  nationalism  and  superstition  of  the 
past.  The  young  Jaruzelski  embraced  the 
new  creed  wholeheartedly,  hunting  down 
anti-communist  resistance  fighters  (includ¬ 
ing  heroes  of  the  war  against  Hitler). 
Though  details  remain  scant,  many  count¬ 
ed  his  role  in  that  as  his  blackest  crime. 

But  there  were  others.  In  1968  he  be¬ 
came  defence  minister,  benefiting  from  a 
purge  of  Jewish  comrades.  He  led  the  Pol¬ 
ish  contribution  to  the  Soviet  Union’s  inva¬ 
sion  of  Czechoslovakia  in  that  year,  crush¬ 
ing  the  hopes  of  those  who  yearned  for  a 
human  face  to  socialism.  In  1970  his  troops 
shot  dozens  of  striking  shipyard  workers  in 
the  northern  cities  of  Gdansk  and  Gdynia. 
He  claimed  he  had  opposed  the  opera- 
tion-and  pledged  that  he  would  never 
again  allow  the  military  to  be  used  against 
Polish  civilians. 

If  so,  it  was  a  promise  he  was  to  break  a 
decade  later,  amid  the  extraordinary  flow¬ 
ering  of  the  Solidarity  opposition  move¬ 
ment,  which  for  15  magical  months  gave 
Poles  a  taste  of  freedom.  In  December 
1981-fearing,  he  claimed,  that  a  Soviet  in¬ 
vasion  was  imminent-he  imposed  mar¬ 
tial  law.  Thousands  were  jailed  without 
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trial.  Scores  were  killed.  Yet  the  real  victim 
was  communism  itself:  People’s  Poland 
was  a  workers’  state  that  survived  only  by 
killing  trade  unionists;  where  the  proletari¬ 
at  despised  their  tribunes,  while  revering 
the  Catholic  church. 

Poland  in  the  Jaruzelski  years  was  not  a 
full  dictatorship.  The  Solidarity  leader 
Adam  Michnik  termed  it:  “totalitarianism 
with  some  teeth  knocked  out”.  Detainees 
were  soon  released.  The  general  tried 
some  economic  reforms,  claiming  to  be  the 
first  communist  leader  to  spot  Mikhail 
Gorbachev’s  significance.  He  even,  unpre- 
cedently,  had  four  secret  policemen  put  on 
trial  for  the  murder  of  a  Catholic  priest,  Fa¬ 
ther  Jerzy  Popieluszko.  Then,  after  strikes 
again  swept  Poland  in  1988,  he  took  the 
great  step  of  opening  “Round  Table”  talks 
with  the  leadership  of  the-still  technically 
illegal— opposition.  The  talks  and  the  free 
elections  which  followed  (in  which  the 
communists  were  routed)  were  a  defining 
moment  in  the  collapse  of  Soviet  power  in 
Europe:  bringing  freedom  not  only  to  Poles 
but  to  many  millions  of  others. 

The  general  was  briefly  head  of  state  of 
a  free  country,  before  giving  way  to  his 
nemesis,  the  much-jailed  Solidarity  leader 
Lech  Walesa.  His  last  speech  as  president 
contained  an  apology-though  for  what 
precisely  was  unclear.  Later,  he  termed 
martial  law  “a  nightmare”:  the  “great  bur¬ 
den”  of  his  life. 

To  his  defenders  he  epitomised  prag¬ 
matism,  not  villainy.  Impossible  choices 
bring  impossible  burdens;  he  served  his 
country  in  the  best  way  he  could-not  by 
futile  resistance,  but  by  doing  what  had  to 
be  done  to  keep  the  imperial  master  happy. 
In  his  words:  “I  served  the  Poland  that  ex¬ 
isted.”  His  redemption  was  in  negotiating  a 
dignified  end  of  communist  rule,  which  al¬ 
lowed  Poland  to  join  the  West. 

A  Polish  Requiem 

To  his  critics,  that  is  beside  the  point.  Oth¬ 
ers  risked  and  lost  their  lives  to  fight 
communism  and  speed  its  end,  not  blunt 
its  edges.  Even  the  peaceful  surrender  in 
1989  has  its  detractors:  Poland  never  really 
had  a  full  reckoning  with  its  overlords,  the 
argument  goes.  They  re-emerged  besuited 
from  the  shadows,  using  plundered  mon¬ 
ey  and  old  networks  to  dominate  the  new 
order,  just  as  they  had  the  old. 

Even  his  fiercest  foes  did  not  accuse  the 
stiff,  formal  old  man  of  personal  greed 
(though  they  laughed  when  earlier  this 
year  he  was  caught  in  flagrante  with  a 
nurse,  prompting  fury  from  his  wife  of 
over  50  years).  They  did  try  to  nail  him  for 
past  crimes,  but  he  dodged  trial,  claiming 
ill-health.  Perhaps  the  deeper  ailments 
were  elsewhere:  in  a  national  psyche  still 
wrestling  with  a  past  in  which-like  the 
general-Poles  were  made  both  perpetra¬ 
tors  and  victims.  ■ 
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